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In the Record 


Among top questions of the day are what will happen to consumer buying power and 
the availability of goods. How soon may it come to butter vs. guns? And if it comes 
to guns, how high should taxes be? Can they be high enough to pay as we go for 
a really huge defense bill? Or only high enough to drain off a part of excess con- 
sumer buying power? And what about price and wage controls? Are they necessary 
or should business and the public be let alone so that the market place can determine 
the levels of money value and the goods that one can make and buy? 

And generally what about inflation? How much a real danger, how much imaginary? 
Most Americans tend to associate rising prices with prosperous times, declining 
prices with depression times. But do rising prices (farm, raw material, retail) even 
when accompanied by relatively rising wages really spell out good times? 

Some of these interrelated problems of consumer demand, taxation, rising prices, 
war goods and an ever-mounting budget are penetratingly studied by Mr. Jones in 
"Understanding Inflation." (See following page.) Further facts and figures on which 
to base judgment are given in the regular monthly review of business conditions, which 
begins on page 416. 


Five full pages of charts appear in this issue: two on the new income tax rates (page 
414)... two on the Treasure of Fort Knox (page 428) . . . one on the biggest buying 
spree in American history (page 420). 


The new emphasis of the Army-Navy-Air Force on expenditures for "nonhousekeeping" 
items is discussed on page 422. A table shows the influence of price trends on the 
military budget. Another shows how the money has gone, up to now. 


No fear now of cotton being a stepchild. Synthetics or no, cotton supplies are low, 
demand is high. This is quite a reversal from the situation a year ago. (Page 430.) 


Employers in about half the states of the union are governed by state minimum wage 
laws. What's happening on this front is told by Miss Civic in the story beginning on 
page 440. Included is a check list of industries or occupations covered by minimum 
wage rates as of July I. 


Can there be strikes without production stoppages? Two schemes have been proposed 
by men who decry the wastefulness of idle machines and the arbitrariness of third- 
party compulsory boards. The two schemes attempt to devise restrictions on both 
management and labor that would encourage speedy settlements. (Page 437.) 


"Once a man gets beyond mid-life, his chances of living to a hundred are no better 
than they were a generation ago. What is happening is that more people are living 
to the older ages." "Among the aged, even those sixty-five and over, employment 
constitutes the most important single source of income." (See page 434.) As two of 
the charts put it: "There are more old people . . . but fewer of them are workers." 
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Understanding Inflation 


Can this be true? 

e American business was roughly $15 billion 
poorer on V-J day than it was when Pearl Harbor 
was attacked. Poorer, that is, in plant, equipment, 
goods, etc. Actually, it would have taken more 
than $17 billion in 1945 to make up the loss. 


N inflationless rearmament program is now 
A widely demanded. The President insists that 
Korea and whatever is to follow be paid for as 
we go. Federal Reserve authorities agree that such 
should be our objective, and add the pertinent com- 
ment that we must “avoid or diminish the possibili- 
ties of inflation both during and after the emergency.” 
As is almost invariably true, however, different 
people appear to be employing the term inflation in 
different senses. Even the phrase “pay as we go” 
seems to lack a precise and uniform connotation 
among the commentators. Nor has much effort been 
made to translate these terms into a precise, well- 
rounded legislative or administrative program that 
would take full account of all the numerous facets of 
this many-sided subject. 

So just what is possible—and not possible—in the 
way of avoiding inflation? The anomaly of World 
War II developments is stated above. 

It also applies to the personal affairs of most of us. 
American individuals were poorer by an unknown 
but substantial number of billions of dollars when 
the fighting was over at the end of 1945 than they 
had been when it began late in 1941. That is they 
were poorer in stocks of clothes, food, automobiles, 
household appliances, and very nearly all the other 
things which together make up the very good things 
of life. 

But individual Americans were $95 billion richer in 
the coin of the realm, in deposits at the bank, and in 
quickly convertible claims on Uncle Sam. 

Here is another anomaly. During the war years 
when in terms of real wealth we grew poorer year by 
year, the “savings” of individuals totaled almost 
$120 billion, if we take the Department of Commerce 
estimates, or about $135 billion if we accept the De- 
partment of Commerce adjustment of the Securities 
and Exchange Commission figures. During these 
same years, corporations saved, by retaining profits, 
more than $21 billion. 

There were, of course, certain partial offsets. There 
was a very considerable accumulation of some types 
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And this too? 

e American business was fully $47 billion rich- 
er on V-J day than it was when Pearl Harbor was 
attacked. Richer, that is, in money in the till and 
in the bank, in readily convertible government 
bonds and similar assets. 


of goods in the hands of the government. A moderate 
amount of plant and equipment erected by the gov- 
ernment during the war was used by private business 
in the postwar years. All this, naturally, had to be 
bought and paid for by private individuals or enter- 
prises, but its appearance in the markets tended to 
reduce the discrepancy between the supply of goods 
and the supply of money seeking goods in the postwar 
years. 

The rise in prices meanwhile had also reduced the 
purchasing power of the dollar. The $95 billion in 
cash and other liquid assets that individuals had ac- 
cumulated during the war would even then buy fewer 
consumer goods than $80 billion would have bought 
in 1941. The $47 billion that business had accumu- 
lated would in 1945 buy not very much more plant, 
equipment, business inventory and the like than $41 
billion would have bought in 1941. Inflation itself had 
already filled the gap in part. 


MEASURING THE INFLATION 


But the figures as quoted (business $17 billion 
poorer, $47 billion richer; and corresponding statistics 
of individual holdings) —with these relatively slight 
reservations—afford a measure of the inflationary po- 
tential that the war years bequeathed to the postwar 
era. The money cost of total production during the 
war had been paid out to individuals or enterprises. 
Much of what was produced—war expenditures, in 
general—was not available for purchase by those who 
had come into the possession of these funds. And 
the cost of the war was not recovered from the public 
through taxation. Indeed, if we exclude the banks, 
not all of it had been recovered either through taxation 
or sale of bonds. 

Thus there was a large growth of actual cash in the 
hands of the public. 

Although shot away, worn out or destroyed in battle, 
the guns, tanks, ammunition, planes, ships, and mili- 
tary supplies of all sorts, were not deducted from in- 
come in determining individual “saving” in the na- 
tional accounts. For such reasons, the money economy 
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of our time produces statistics that are out of accord 


_ with underlying reality in wartime. 


This is not a mere statistical or accounting phe- 


nomenon. To restate in a somewhat different way 
certain of the statistical material in earlier para- 


graphs, business by the end of 1945 had for four years 
_ been unable to add to its capital investment. In fact, 
it actually had not been able properly to maintain 
its plant. It had been obliged to permit its inventory 
of peacetime goods to run down. If we include resi- 
dential building, the excess of deterioration (as meas- 
_ured by depreciation) over construction and replace- 


ment (plus decline in inventories) , amounted to about 


17 billion dollars of 1945 vintage. Business had been 
_ saving up to take care of these deficiencies at the first 
opportunity. As a matter of fact, it had saved, or 


otherwise put by in readily available form, about $30 


billion in excess of the $17 billion deficiency. 


It was to be expected that business would wish, so 
far as feasible, to expend the larger part of these 
“liquid assets” in repairing, modernizing, replacing 
and enlarging its plant and in restocking peacetime 
materials and products. As a matter of fact, during 
the following four years it actually spent the equiva- 
lent of roughly 20 billion 1945 dollars per annum for 
just such a purpose. These outlays far exceeded de- 
preciation charges for those years. 

Individuals also had necessarily, during the war, 
been deferring many types of purchases. Home con- 
struction virtually ceased. Marriages and births had 
greatly accelerated. Almost everyone, it seemed at 
the time, needed and wanted a place to live. Motor- 
cars had naturally deteriorated, some of them by 
then ready for the junk pile. Consumer stocks of 
various other items of personal consumption were low. 
Comparatively speaking, about the only things that 
were plentiful, or so it appeared for a time, were 


Borrow Real Savings! 


Even if government expenditures were fully cov- 
ered by taxation, it would be highly desirable under 
present and prospective conditions for the Treasury 
to obtain as large a volume of excess investment 
funds as possible by borrowing from real savings. 
Every effort should be made to sell bonds to the 
public, including individuals, corporations, and non- 
bank financial institutions, thus absorbing money 
that would otherwise be spent on current consump- 
tion or new private investment. Such a program 
would not only absorb redundant funds but also 
make it possible to reduce the volume of securities 
held by banks, which would be a further anti-infla- 
tionary influence.— Federal Reserve Staff in memo- 
randum to the Joint Committee on Economic Re- 
port (August, 1950) . 
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money and government obligations. There was no 
“dollar shortage” within our borders. 

So it was natural for individuals to endeavor, dur- 
ing the early postwar years, to spend—either for hous- 
ing or other investment purposes or for what are 
termed consumer goods—amounts greater than their 
current income. 

Of course, government is also a contributor to 
total national output. But its net contribution over 
and above the goods and services it buys and takes 
off the market may be (1) negative; (2) zero; or 
(3) positive. If in the first postwar half-decade this 
net contribution of government had been zero, we 
should have had a private economy in which there 
was a persistent effort by both business and indi- 
viduals to spend more for goods and services than 
current income, after taxes. And, of course, such 
income would in these circumstances be identical! in 
amount to the sum total of goods and services avail- 
able for purchase. 


GOVERNMENT DIDN’T DO IT 


To avoid inflation in such circumstances, the obvi- 
ous remedy (whether it would have been worse than 
the disease, deponent saith not) was for the govern- 
ment to withdraw from the income stream net 
amounts equivalent to those the private economy 
would otherwise undertake to spend in excess of cur- 
rent income. That is to say, government would have 
had to pursue a course precisely the opposite to that 
it had followed during the war, if it had wanted to 
pay, promptly and vigorously in the early postwar 
years, that part of the cost of the war that it failed to 
pay in the course of the war. 

It could have done this—granted it were feasible 
politically or even economically—by taxing the public 
in somewhat the same order of magnitude as was done 
during the war, the surplus being employed to retire 
debt held by the Federal Reserve and commerical 
banks of the country. 

Even this course—though possibly placing the war 
and the first half-decade postwar taken together on a 


Must Reach All 


Financing the expanded military budget should 
not be limited to taxation of wealthy individuals 
and business enterprises. An across-the-board in- 
crease in income-tax rates, including those on 
individuals in the lower- and middle-income. tax 
brackets, is absolutely essential if income available 
for the purchase of goods and services is to be 
brought into line with the supply of such goods and 
services without price spirals—Federal Reserve Staff 
in memorandum to Joint Committee on Economic 
Report (August, 1950) . 
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sort of pay-as-you-go basis—would not have accom- 
plished the ultimate anti-inflationary purpose, had 
the Federal Reserve and the commerical banks, stimu- 
lated by enormous gold holdings and resulting excess 
reserves, merely replaced government bonds in their 
portfolios with loans to private enterprises and in- 
dividuals. 

But, of course, no such fical policy was followed. 
True, the item labeled “Government Surplus on In- 
come and Product Transactions” in the national ac- 
counts did acquire a plus sign and did grow in the 
earlier postwar years to appreciable size. But it 
never remotely approached the corresponding deficit 
of the war years. The deficit in the years 1942 through 
1945 totaled roughly $165.7 billion. The surplus dur- 
ing the first three postwar years totaled only $26.5 
billion, and 1949 yielded an actual deficit running to 
about $3.4 billion. Actually, however, a postwar fiscal 
policy of sufficient vigor to balance out stored-up 
inflation probably would have been as difficult to 
attain, politically speaking, as would have been a 
pay-as-we-go fiscal policy during the war itself. 

The postwar inflationary gap was indeed “closed.” 
“Government Surplus on Income and Product Trans- 
actions” balanced the excess of capital expenditures 
over savings, to use the jargon of the national ac- 
counts. But this was done only at prices that rose 
faster than during the war itself. Thus new construc- 
tion in 1946, 1947, 1948 and 1949, which cost about 
$59.2 billion all told, could have been realized for 
$38.2 billion had prices and costs remained at even 
their high 1945 level. Equipment that would have 
cost $43.6 billion at 1945 prices actually cost $68.8 
billion. Inventory accumulations costing $7.1 billion 
represented only $4.9 billion at 1945 prices. 

So much for the delusion that we could save dollars 
during the war, add them to current earnings in the 
postwar years to refurnish, refurbish and expand our 
living without drastic changes in prices and costs. 

Throughout this discussion, obligations of the Fed- 
eral Government have been regarded as very nearly 
the equivalent of cash. Probably to many, this treat- 
ment of “governments” in the accounts by now seems 
quite natural. These obligations have, however, ac- 
quired such a status for very special reasons. 

For years prior to World War II, the Federal Re- 
serve System had in effect been given responsibility 
for exerting a powerful influence upon the prices of 
United States Government obligations. During the 
war, the practice and technique of pegging the price 
(or yield) of these obligations were extended and 
perfected. World conditions and the dollar devalu- 
ation in 1935 had caused a large influx of gold to the 
United States. The Reserve banks were, accordingly, 
in a position to exercise virtual control of the money 
market—at least to keep money rates from rising in 
any important degree. 


—_— 


During the war, the price of government bonds and 
the yields on other types of federal obligations were 


soon frozen into what became known as the “pattern” 


of interest rates. 

This general rule was carried over into the postwar 
years with certain changes in the shorter-term rates. 
The Reserve system still held itself ready to take any 
and all Federal Government obligations at prices 
that could cost the holder but little. Meanwhile, bil- 
lions of obligations in the hands of the general public 
were redeemable upon demand of the owner at fixed 
prices. It was repeatedly demonstrated that it was 


the full intention of the authorities to prevent any 


substantial loss being incurred by holders of the na- 
tional debt. For practical purposes, the federal debt 


became convertible at will into bank deposits or actual 


currency. 
Much of the sales literature of the war years, par- 


ticularly as it had to do with savings bonds, implied 
not only that it was public policy to keep all obliga-— 


tions at par or better (so that there could be no repeti- 
tion of the post-World War I experience of patriots 


who had bought Liberty bonds), but also—at least so 


far as savings bonds were concerned—that it would be 


quite feasible and in accord with public policy for 


holders to convert their bonds into cash after the war 
to be spent for the things that were not available dur- 
ing the war. 

There was a time when changes in the prices (or 
yields) of such obligations were supposed to serve 
useful functions. These prices (or yields) were pre- 
sumably determined in a free market. where natural 
economic forces had full play. Inability to obtain 
what was paid for them was supposed to cause owners 
to hesitate about converting their holdings into cash. 
If, despite lower prices, such obligations were liquid- 
ated, the amount of cash brought into the markets 
for goods by such sales was correspondingly reduced. 


Threefold Objectives 


In the broadest aspects, the objectives of eco- 
nomic policy are threefold: (1) to assure that the 
military program obtains the goods and manpower 
needed to accomplish the task assumed; (2) to 
finance the increased government expenditures in 
a way which will avoid or diminish the possibilities 
of inflation both during and after the emergency; 
and (3) to curtail or restrain private spending and 
investment, as well as nonmilitary expenditures of 
federal, state and local governments, to the extent 
necessary not only to assure essential supplies to 
the military but also to reduce the current and 
future possibilities of inflation—Federal Reserve 
Staff in memorandum to Joint Committee on Eco- 
nomic Report. 
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In any event, if liquidation is confined to the non- 
anking community, the cash which the seller is able 
) bring to bear upon the markets for goods or serv- 
es is subtracted in full from what the buyer would 
therwise have for that purpose. With banks, par- 
cularly central banks, virtually guaranteeing the 
trices of these obligations, government bonds are 
‘ansformed into something closely akin to actual 
loney. 


FIVE CONCLUSIONS 


1. The war impoverished rather than enriched the 
eople of this country as a whole. We have cited a 
jugh measure of the degree of impoverishment suf- 
red by business. It is not possible to give a corre- 
ponding figure for individuals, but it can scarcely 
e doubted that their fate was similar to that of busi- 
ess enterprises generally. There is no net saving dur- 
1g an all-out war; purported savings are themselves 
measure of inflation. 

On a pay-as-we-go basis, the monetary statistics of 
ue period would have faithfully reflected the under- 
ing developments of the time. Strictly speaking, 
ot only all current savings but an appreciable part 
[ the wealth of the nation would have been taxed 
way. Apart from a somewhat greater need of cash 
) carry on a larger volume of business, there would 
ave been no increase in the money supply, and such 
\crease as occurred would have been offset by greater 
idebtedness of business to the banks. No real ac- 
amulation of cash and no accumulation of govern- 
ent obligations would then have occurred during 
e war. 

‘When peace came there would have been no “war 
Vings” awaiting an opportunity to get into the 


Ten Per Cent Would Have Done It 


Most of what is contained in this paper leads up 
to the proposition that a linear (that is to say, pro- 
portionate) income tax of about 10%, applied to 
all income without exemption and superimposed 
upon the income-tax structure that actually pre- 
vailed, would presumably have prevented the for- 
mation of any appreciable inflation potential. 
Given such a tax, and given the direct controls 
necessitated by specific shortages, it would not 
even have been necessary to use war bond drives 
as a further means of reducing the demand for 
goods. However, it would of course have been 
necessary to prevent such wage increases as might 
start an inflationary process even in the absence 
of a pre-existing excess of demand over supply 
(that is to say, even in the absence of an "'infla- 
tion potential")—‘Postscript on War Inflation: 
Lesson from World War II,” W. J. Fellner. The 
American Economic Review, March, 1947. 
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markets for things long wanted but not to be had. 
Refurbishing, repairing, restocking, and the rest, would 
have had to be financed out of current production, 
from which the supply of goods for the purpose had 
to come in any event. 

2. No nation, of course, has ever found a way to 
pay for a major war as it went in any such absolute 
sense as this. The difficulties are not only political 
and psychological, but are also economic. 

What we have been saying has had to do with the 
economy taken as a whole. But some industries 
simply must keep their plant and equipment in the 
best of working order; some must, whether they wish 
to or not, install innovations and generally move 
ahead in a technological sense. Some must expand 
their capacity. Others not essential to the war effort, 
or less essential, may neglect wear and tear, depreci- 
ation, obsolescence, and the like. Some individuals 
earn more than ever before, while others are far less 
fortunate. 

(Continued on page 416) 


More Difficult Now 


A national emergency occurring at a time when 
our resources were fully employed would present 
new and much more difficult problems of war 
finance (as compared with World War Il). 


Substantially, all the additional resources needed 
for the war ettort would have to be withdrawn from 
civilian use. This would require an important re- 
duction in the standard of living of the average 
civilian during a period in which civilian money 
incomes would be rising—as a result of overtime 
pay in the war industries if for no other reason. 

When the corresponding rise in civilian incomes 
occurred during the detense period preceding 
World War Il, and even during the war itself, it 
was adequate that those receiving the increased 
incomes should be required to content themselves 
with a smaller increase in their standard of living 
than their larger incomes would ordinarily have 
made possible. 


The techniques of World War II were able to 
meet this modest requirement in a manner which 
seemed fairly satistactory—at least during the war 
period itself and up to the release of the controls 
in 1946. But in a national emergency starting in 
a period of prosperity it would be necessary to 
require the average civilian to cut his standard 
of living drastically at the same time that he was 
receiving a substantial increase in his money in- 
come. To enforce such cuts without wildfire infla- 
tion would probably require techniques far more 
rigorous and comprehensive than any applied or 
seriously considered during World War II.— 
“The National Debt in War and Transition,” Henry 
C. Murphy. McGraw-Hill, 1950. 


Those New Income Taxes—in Perspective 


Revenue Act of 


1945 
$10.000 $25,000 $50,000 $500,000 


$2,000 


18.6% om 
INCOME 
AFTER TAX 
100.0% ALE 
81.3%) 
1950 : 
$2,000 $5,000 $10,000 $25,000 $50,000 $500,000 


15.9% 


INCOME 
AFTER TAX 
100.0% 


80.5% 


We’re back to 1945 income-tax-law rates. But then, there was no income-splitting provision. 
Now, because of it and higher exemptions, a married man with two children can keep a 
larger part of his net income (except in very high income brackets not shown here) 


Fe A a BYU 


2.3% $2,000 $ 5,000 $ 10,000 $25,000 $50,000 $500,000 
° 
ANCOME eEREA 
AFTER TAX 
97.7% 
1950 
$2,000 $10,000 $25,000 $50,000 $500,000 


15.9% 
25.1% 


INCOME 


37.8% 
AFTER TAX 


100.0% 


TAX 
80.5% 


Tax rates were highest under the 1944 law. Under the new levies of October 1, no one will 
pay nearly so much in 1951 to the tax collector as he did in that wartime year—granted, of 
course, equal income in the two years - 
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5 of total number of taxable returns % of total net income % of total tax liability 
63.1% 


g 


41.8% 


5-10 10 & OVER 0-2 (5S) 5-10 10 & OVER 0-2 aso 5-10 10°& OVER 


’ The bulk of net income goes to persons making under $5,000. A majority of the taxpayers 
fall in these income classes. But those making over that amount pay slightly more than half 
of all income taxes collected 


% of total net income 


eee Income classes in thousands of dollars 


2.9.0.0. 0.0.0.0 0.0. 


~ 5-10 ; 10 & OVER 


The percentage of net income accounted for by persons earning under $2,000 dropped from 
24.4% in 1940 to 11.3% in 1950. But persons earning between $2,000 and $5,000 account 
| for 58.4% now as against 51.1% in 1940. (Net income: after deductions, before exemptions) 


% of total tax liability 


41.8% 


TAXI 
; > oar '* OO” 
OOOO OOO OOo fe! oS 


0-2 & OVER 


Persons earning $10,000 or more pay more of what they receive than they did in 1940, but 
they pay less of the entire income tax total. This latter is because so many more persons in 
the lower part of the $2,000-$5,000 class now have to pay taxes, and more persons have 
reached this income bracket. Higher rates have hit this group too 
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(Continued from page 413) 

The task of accomplishing what has been set down 
as real pay-as-we-go operations, while at the same 
time taking all such matters as these into consider- 
ation, simply staggers the imagination. Yet bungling 
effort to reach such a goal would almost inevitably 
impede the speed of production desperately needed 
in an all-out war. War and inflation (and inflation- 
ary potentials bequeathed to postwar years) have in 
history been almost synonymous terms. 

3. Elimination, in postwar years, of the inflation- 
ary potential coming over from war would require 
about as harsh and, probably, infeasible procedure as 
a pay-as-we-go financing of war itself. It would re- 
quire a sharp reversing of the policies followed during 
the war, which, incidentally would largely preclude 
the prompt employment of “war savings” in an effort 
to recoup war losses. Questions of fairness among dif- 
ferent elements in the community would be about as 
difficult as those required to prevent noninflationary 
financing of war. It has never been done. 

4. It has been tacitly assumed that no inflationary 
potential lurked in the economic system at the out- 
break of war. Any such inflationary gap then exist- 
ing would, obviously, make the task of keeping control 
of inflation the more difficult. 

5. The task now before us, so far as it is possible 
to evaluate it, is in some respects of a different order. 
For, presumably, it will be on a much smaller scale 
than total war. In the amounts now indicated, it 
should be possible to meet costs from current taxes. 
And those taxes should not have to take all savings 
and certainly should not have to eat into accumulated 


capital. Real problems, will, of course, arise in con- © 


nection with the type and amounts of tax levies to 
accomplish the purposes in hand. 

If we are to proceed on a pay-as-we-go basis, we 
shall, however, be obliged to drop the idea of placing 
bonds (even with nonbank investors) with assurance 
that the holder thereof may, upon the passing of the 
crisis, proceed to use the bonds much as if they were 
money itself. The crisis, if such it is, is not likely to 
pass quickly. And, in any event, the arguments that 
have been presented in the preceding paragraphs 
clearly reveal the fact that such procedure is not in 
real fact a pay-as-we-go policy. 

The present situation, though laid out on a much 
smaller scale than that of December, 1941, nonethe- 
less is seriously complicated by the fact that we enter 
it with a clear inflationary potential already in being. 

For this reason, too, the task of rearming ourselves 
and much of the remainder of the world on a pay- 
as-we-go basis is quite obviously a challenging one. 


Freperick W. JonEs 
Division of Business Economics 


(A description of procedures employed in arriving at figures used 
in this article is available upon request.) 


416 


AFTER THE NEW 


ROPER timing in the making of economic de- 
Presi is difficult enough for the average busi- 
nessman. But the impact of his choice is far 
more limited than government decisions, which are 
of a broader and more sweeping character. Once the 
government makes up its mind to take an impor- 
tant step, its effects are felt almost everywhere. 
Lately, the government has taken not only one such 
step but a number of them. It is still too early to 


appraise the results of priorities and allocations for 


defense production and preliminary inventory con- 
trols. These measures are now taking effect, but it 
will take some time before their real impact becomes 
apparent. 

The necessity for such measures has met with more 
general acceptance than disfavor by the business com- 
munity. Not so the controls imposed on residential 
housing and instalment credit. For the moment, in- 
deed, they appear to have raised far more problems 
than they have settled. At first glance, they presum- 


ably took care of curbing civilian demand, in this. 


free-spending year, in order to prevent prices and 
thereby costs and wages from being forced up. They 
were to prevent an increase in the cost to the Treasury 
of defense expenditures. 

And finally, they were intended to cut demand for 
items and materials that compete with military re- 
quirements. 


TIMING IS CRUCIAL 


Just here is where the crucial factor of timing enters. — 
If—and it’s a very big if—demand in the next few © 


months is strong enough to push us onto a markedly 
inflationary course, then present (and prospective) 
controls might be just the right prescription. 

If, however, the impetus of consumer demand in 
the short term turns out to be too weak to justify the 
curbs, the government’s policy could bring headaches. 
Present controls, in that case, might raise two related 
sets of difficulties. In the first place, it is conceiv- 


able that wholesale and retail trade might suffer 


noticeably and that the manufacture of civilian dur- — 
able items might, temporarily at least, slow down. — 


Inventories on hand or on order could prove burden- 
some. 


Too, construction might be cut too far and too fast. 


In this case, appliance and homefurnishings sales, 
which partly depend on the rate of new-house build- 
ing, might be hit from another point. In other words, 
problem pockets might emerge. 


Secondly, the cumulative impact of such an out- 
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come might slow down the entire rate of economic ac- 
tivity. Thus more resources would be released than 


the economy could absorb for some months by other 
uses. 


This is a bare statement of the problem. Actually 
it is more complex. Take the case of manpower or 
of scarce materials. Both would certainly become 
more available if the general business tempo slack- 
ened. But what manpower located where—and with 
what skills—would be absorbed? What materials 
would be put to use elsewhere and how much? 

There are other elements of complexity. For in- 
stance, the Christmas season, with its usual upswing, 
is upon us. Yet Christmas business may turn out to 


_be less than previously expected just because of the 


credit curbs. Pre-Christmas months are times of re- 
tail inventory accumulation, and supplies based on 
pre-curb expectations may prove too large. The im- 
pact could be far greater in durables than in soft 
goods. Soft goods, as a matter of fact, might even 
benefit for a time as the down payments which con- 
sumers will not use for durables are set free. But, of 
course, some might go into savings. 


Construction brings a weaker factor into the picture, 


since starts are normally at a low point at the turn of 
- the year. 


spot. 
_ gram expected, are going up. 
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Business spending, on the other hand, is a bright 
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net foreign investment 


Sources; Department of Commerce; Council of Economic Advisers 
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Should this alternative outcome, a weakening in 
the economy, come about it is essentially a dislocation 
for a few months only. Basically, there is not much 
concern over the medium-term outlook—say for the 
third quarter of 1951. Defense spending will be in 
full swing by that time. And the amount of it will 
be somewhere near $35 billion at annual rates. Right 
now, it is about a third of that. But while plans and 
tooling move upward slowly, they are likely to pro- 
duce sudden spurts in output as they materialize. 

For the next few months, then, the real questions 
center around the rates and timing of change, and 
the strength of impact of the new controls. The gov- 
ernment is apparently betting that consumption will 
not fall much behind civilian supply between now and 
next summer; that production capacity will not in- 
crease much; and that the new controls will not cut 
too big a chunk out of consumer demand. It may also 
expect that the resources freed will be quickly ab- 
sorbed. Many businessmen, particularly those in in- 
dustries directly affected, are not so sure that it will 
work out so neatly. 


Using the third quarter of 1950 as a springboard, 
just what do the facts tell us? 


Consumers and farmers spent on goods, services, 
homes and farm equipment the phenomenal sum of $53 
billion in the third quarter. They met the bill by 
spending all their income for the quarter, by borrow- 
ing, and by dipping into their cash and savings bonds. 

Leaving aside home and farm equipment buying, 
purchases of goods and services alone were close to 
$48 billion. This was just under the excellent fourth 
quarter of 1949. When corrected for seasonal trends, 
third-quarter spending hit a new high. The previous 
peak was in the second quarter of this year and it 
topped that by 5% to 6%. 

At the height of the buying rush in mid-July, sales 
in department stores were nearly 50% over the same 
period in 1949.1 Spending slowed in August, and by 
September it was running only 5% to 10% above a 
year ago. The three months taken together, however, 
set a record. 


HOME SPENDING UP 


To complete the picture of consumer behavior in 
the third quarter, a few more items must be added. 
New-home purchases continued to break records. 
Outlays were more than $3 billion—besting the previ- 
ous high of $2.9 billion in the second quarter of this 
year.” 

Farmers, whose income and spending are included 
with the consumer group, spent about $0.9 billion 
on machinery and trucks in the third quarter. That 


1See The Business Record for September for a full discussion of the 
consumer buying boom 

°This includes less than $0.3 billion of nonprofit institution con- 
struction. 
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is about a third higher than for the same three months 
of 1949. (Second-quarter outlays were only 5% above 
1949.) Summer farm construction, however, was 
about 10% below last year and amounted to only 
$0.6 billion.t 


WHERE THE MONEY CAME FROM 


All that third-quarter spending added up comes 
to $53 billion.2 How was it financed in the aggre- 
gate? 

Current income was sufficient to account for $50 
billion of the bill. Wages and salaries, dividends, in- 
terest, rent, transfer payments, and drawings from 
noncorporate businesses in the third quarter reached 
a record $55 billion—or $50 billion after taxes. 

More was obtained through borrowing. New loans 
to consumers plus instalment, charge-account and 
other credit buying exceeded repayments by about 
$1.7 billion.2 Nonfarm mortgage debt was up nearly 
as much. Altogether, the creation of new debt added 
more than $3 billion to purchasing power. 

Drawings on liquid assets added more spending 
power. During the summer, consumers usually build 
up their holdings of cash and securities. But they did 
not do it this year. 

Holdings of currency and checking accounts held 
pretty even. Time deposits were drawn down a half 
billion dollars. Even building-and-loan share holdings 
felt the impact of the buying boom. Withdrawals in 
July exceeded new savings for the first time since 
1942. For the quarter as a whole net new savings 
in these institutions were negligible—which is a pro- 
nounced change from the almost automatic quarterly 
increase of $200 million to $400 million. Surprisingly, 
there was no change in deposits at mutual savings 
banks. 

Cashing of savings bonds also jumped sharply in 
-the third quarter. The value of holdings dropped $200 
million. 

These liquidated assets totaled $0.7 billion. Depre- 
ciation on homes and farm equipment ran to about 
$1.5 billion.* Add these sums to the total of current 
income and we get about $55 billion. But private in- 
surance payments of about a billion dollars were met 
out of this, and these must be deducted. Roughly, 
$54 billion is left—close enough to our figure on spend- 

1Data on farmers’ spending for inventory are not yet available. 


*Farmers apparently accounted for $7 billion of the total. Con- 
ference Board estimates indicate that they spend on goods and 
services about 10% of the total for the nation. Applying this per- 
centage to total consumer purchases and adding farmer capital 
outlays gives a figure of about $7 billion. 


*There are no quarterly data on what part of consumer debt 
changes is accounted for by farmers. But it would appear that it 
is roughly a fifth of new loans. See “Postwar Savings Patterns,” 
in The Business Record for September, 1949. 

4This source of funds is really a bookkeeping entry, since no cash 
was involved. Depreciation has been added to consumer spending as 
an imputed service. So to make the books balance—it has to be 
added to purchasing power. 
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ing to account for where the money came from.? 

Comparing this record spending with the year’s pre- 
vious high in the second quarter and with the 1949 
third quarter gives an idea of just how unusual the 
past quarter really was. Total outlays were $3 bil- 
lion more than in the second quarter, and nearly $6 
billion more than in the same three months of 1949. 
Current income covered only 94% of spending in the 
latest period as compared with 100% in the second 
quarter, and 97% in the July-September period of 
last year.” 

But it appears that consumers have returned to 
more normal ways of spending and financing. 

October consumer spending (seasonally adjusted) 
was close to second-quarter, 1950, levels. And income, 
moving up more than seasonally, is apparently now 
covering a larger part of spending.® 

But will spending remain at these levels? Higher 
tax rates will boost the take from individuals by about 
$0.7 billion in the fourth quarter—and perhaps more 
if income continues to increase. New regulations have 
already made credit more difficult to get. And ma- 
terial and manpower shortages may take their toll of 
consumer goods output. 

The most uncertainty about the consumer buying 
picture is expressed about automobiles, appliances and 
home building. 


AUTO SALES DOWN? 


The summer automobile buying rush is over. Sales 
of new cars declined somewhat from the phenomenal 
684,000 units in August. The drop in used-car buying 
was especially noticeable as October prices went down 
6% from the August highs. 

Nevertheless, demand apparently remained fairly 
strong through the first half of October. Dealer or- 
der books apparently showed more listings than in 
mid-June. And in the background is the fact that 
there are still 13 million cars on the road over ten 
years of age, many of which need replacement. 

The first credit regulations of September 18 prob- 
ably had some effect on new-car buying, but appar- 
ently more on used-car purchases. The minimum re- 
quirements of one third down and twenty-one months 
to pay were not too radical a shift from the terms 
for new cars in effect in early September. They were 
a bit stiffer than for the prevailing used-car trans- 
action. 


1Actually all sources of spending and purchasing power have not 
been accounted for. There are no data yet on third-quarter changes 
in farm inventories. And from the purchasing power side, we have 
no estimates of what happened to holdings of securities, other than 
savings bonds. However, both these items tend to be less than a 
billion dollars a quarter. 

*This does not mean, of course, that consumers “dissaved” in the 
usual sense. Some of the outlays which are included in our spen ding 
figures are usually considered as savings—home purchases ani 
farmers’ outlays. 

*The percentage, of course, will drop again as Christmas buyin, 
picks up. But this is normal for that time of the year. 
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So the further tightening on October 16 may have a 
more noticeable effect on new-car buying. The pay- 
ment period was shortened from twenty-one months 
to fifteen months. On a $2,000 car—with one-third 
down—monthly payments (excluding carrying 
charges) are raised from $63 to $89. Credit terms 
have been a bit more liberal in 1950 than they were in 
1949. That year’s pattern indicates that fewer than 
a third of the sales were made with downpayments 
of less than 33 1/3% or with more than fifteen month- 
ly payments. Many of these sales could probably have 
been made on stiffer terms. 

On this basis, then, cutbacks in auto purchases ow- 
ing to credit curbs might amount to about 20% to 
25% or possibly even less. But even if automobile 
sales do not fall off appreciably, shortages of steel 
and skilled labor might cut back assemblies—and so 
‘the supply to be purchased. 

_ Steel deliveries to car companies are tight now, 
and they are going to get tighter. Defense needs may 
cut shipments of flat-rolled steel to automakers by 
20% and more in the first half of next year. 

_ Shortages loom in most of the remaining thirty 
‘metals and materials that go to make a car. But in 
many of these cases substitutions could be made and 
assemblies kept going. For example, less nickel may 
‘mean less glittering chrome trimming, but no cut- 
back in output. Rubber is scarce but, if necessary, 
the fifth tire could be left off. 

Shortages of skilled manpower could become a big- 
ger headache to the industry. Stories of labor pirating 
are already common. The growing volume of defense 
contracts placed in the Detroit area have spurred the 
demand for skilled labor. 


The Auto Peak Has Been Reached 
800 
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If the credit curbs cause a cutback in demand, 
it will mean that dealers have been hit in the first 
instance. They will face inventory financing problems, 
as well as lower sales, even before supplies are cut 
because of military production. 

If orders from dealers fall, manufacturers will 
have the choice of cutting output, or turning out as 
many cars as possible before the cutbacks take effect. 
Thus, the question of the government’s timing of new 
credit curbs may raise the problem of timing all along 
the line. 

Appliance sales (seasonally adjusted) are down con- 
siderably from the towering peak of July, while TV 
sales were still high in early October. The credit 
curbs of mid-September apparently had only minor 
effects although the stiffer regulations of mid-October 
may tell a different story. And the 10% excise tax 
due November 1 on TV sets and continued uncertainty 
about color television may be further determents. 

Expected cutbacks in demand may soon be 
matched by a smaller supply of appliances and tele- 
vision sets. Steel deliveries to appliance makers may 
be cut 20% in the next six months. Aluminum ship- 
ments may be cut even more. One major appliance 
producer has already announced plans to cut 1951 
production by 20%. 

TV makers are short of tubes and resistors. The 
shortage may become even more acute as defense 
orders for electronic equipment mount. Cutbacks due 
to presently planned defense needs are not expected 
to exceed 25% in 1951. 

Obviously, the analysis of the timing problem for 
car companies and dealers also applies to the television 
and appliance business. 

The recent credit restrictions on home purchases, 
by themselves, may not affect building so much as 
many people believe. 

FHA and private loans now require the following 
downpayments: a $7,000 house: 17%; a $10,000 
house: 23%; a $15,000 house: 29%; downpayments 
for VA loans are less. Most home purchases fall within 
this range. Generally, mortgages must be paid off 
within twenty years. 


BUYING HOMES ON CREDIT 


As was pointed out in Tae Conrerence Boarp’s 
Weekly Desk Sheet of October 10, roughly 20% of 
home purchasers pay cash. And of the remaining 
80%, only about two fifths get government-insured 
or guaranteed loans. So about half of all home buy- 
ers obtain credit through private channels. But 
the average private loan runs to not much more 
than half the purchase price. It is rare that a pri- 
vate loan is made unless the home purchaser provides 
25% in cash.1 And in some cases where the new regu- 


1Im many cases, however, part of the downpayment has been 
financed by second mortgages and personal loans. The new regu- 
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lations require only slightly higher downpayments 
than were planned—other assets might be drawn 
upon rather than the purchase of a house forgone. 
Privately financed home building, therefore, may not 
be greatly affected by the new curbs. 
_ Government-insured building, however, is another 
story. Downpayments on FHA and VA mortgages are 
usually low, averaging less than 20%. And a heavy 
concentration of borrowers pay close to the minimum 
) downpayment. Here too, availability of liquid assets 
may offset part of the effect of the curb, but certainly 
-government-insured building is going to be hurt. 


These figures seem to indicate that predictions of a 
‘collapse in the housing market because of the new 
curbs may well be too pessimistic. For example, if lend- 
ing restrictions cut back half of government-insured 
one-family and two-family housing starts and one 
tenth of privately financed starts—it would mean a 
drop of only 20% in this type of building activity. 
And if multifamily starts (which are not covered by 
the new credit curbs) are added, total nonfarm starts 
would be cut even less by the October sixteenth regu- 
lations. 


Even if stronger assumptions are made—say that 
privately financed starts would drop 20% and govern- 
ment insured by two thirds—then total nonfarm 
starts would be down only 25%. This would be far 
below the 35% to 60% cutback predicted for 1951 
by both Washington officials and construction men 
on the basis of credit restrictions alone. 


Of course, fewer than a million homes may be built 
next year—against this year’s total of perhaps 1.3 mil- 
lion. There are a lot of other things to consider be- 
sides the credit restrictions. The Administration, as an 
_anti-inflation measure, has openly called for only 
800,000 to 850,000 housing starts next year. If present 
regulations do not slow down the housing boom to the 
planned amount, the government could tighten credit 
still further or perhaps allocate building materials. 


Concern by builders over future government action 
is holding back some housing starts. They want to 
be reasonably sure that once a house is started, the 
government won’t cut off supplies of materials before 
the job is finished. There is also some feeling in 
building circles that demand is tapering off. 


ADDING UP THE SCORE 


That part of consumer spending which might be 
cut by credit curbs and material shortages amounted 
to roughly $10 billion in the third quarter. Govern- 
ment nondefense spending, which may be another area 
where outlays will decline, totaled about $6 billion in 
the third quarter of 1950. Higher farm prices may 
lations require that such loans be added to the first mortgage to 


compute the maximum loans. This provision may be one of the most 
‘important factors in curbing privately financed building. 
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mean smaller crop support payments.1 And some 
spending on public works may be cut. 

On the other side of the ledger, military spending is 
going up. Some observers expect outlays to rise from 
$3 billion in the third quarter of 1950 to $6 billion or 
$7 billion by the second quarter of 1951, and perhaps 
to $12 billion by the fourth quarter of 1951. 

But these figures do not tell the full story of the 
impact of the defense program. Defense contracts 
are now being let at a rate well in excess of actual 
spending. And in order to fill the goverment orders, 
contractors are beginning to spend for labor and 
materials. Businessmen will be laying out cash for 
some materials which would have gone to consumers. 
And both government and business will spend more 
for plant expansion. 

As to timing, the weight is on more spending rather 
than less by the spring of 1951. But over the next 
few months cutbacks will be having their greatest im- 
pact. So, for a short time, cutbacks may actually 
outbalance expansive tendencies. But if they do, total 
business activity is not likely to dip severely. It is not 
likely to, that is, unless the government cracks down 
harder on civilian output. 

ALAN GREENSPAN 
Division of Business Economics 
1But then private outlays for food would be greater. 
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The Structure of American Industry—A study of thirteen 
representative American industries. Among those included 
are the cotton textile industry, bituminous coal, agriculture, 
residential construction, steel, motion pictures, and air 
transport. Each is analyzed by an authority in the field. 
The book is designed to be “a laboratory for the analysis 
of industries illustrating various degrees of competition and 
monopoly.” Edited by Walter Adams, The Macmillan 
Company, New York, 1950, $4.75. 


British Railways and Economic Recovery—A tract favor- 
ing the nationalization of the United Kingdom’s railways. 
Rate structures, financial policies, technical progress and 
other aspects of the roads under private ownership are 
criticized and contrasted with the record of publicly owned 
systems in other countries. Kenneth H. Johnston, Clerke & 
Cockeran, London, 1949. 18 shillings. 


The Dynamics of Business Cycles—A translation, for 
the first time into English, of Professor Tinbergen’s work 
on business cycle analysis that appeared originally in 1942 
in the Netherlands. Jan Tinbergen and J. J. Polak, The 
University of Chicago Press, 1950. Price $5. 


Shares of Upper Income Groups in Income and Savings 
—The high income classes are receiving a smaller part of 
total income and of total saving, especially since 1939. 
Simon Kuznets. Occasional Paper 35, National Bureau of 
Economic Research, Inc., New York, 1950. Price $1.00. 
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Materiel Takes More 
of the Military Dollar 


OREA did more than increase the military 
budget. It also changed the complexion of mili- 
tary spending. The procurement of ships, aircraft, 
tanks, and other hardware will soon be taking the 
lion’s share of the military dollar. More than 40% 
of the current year’s funds is slated for these items 
of major procurement—and the share will get larger. 
The pre-Korean picture was quite different. House- 
keeping items such as pay, clothing and operation 
then accounted for the larger share of military out- 
lays. 

Thus far in the fiscal year, the Department of 
Defense has received $25 billion in appropriations and 
contract authorizations. While not adding up to the 
total military bill (foreign arms aid, for example, is 
not included), the $25 billion covers the three services 
and other functions of the Defense Department. The 
Air Force was given somewhat more than the other 
services—$9,343 million compared with $7,770 mil- 
lion for the Navy and $7,250 for the Army. Other 
Defense Department functions account for an addi- 
tional $633 million. 

Of more importance is the breakdown of these 
funds by object—the items for which these funds 
have been earmarked. Forty-one per cent ($10.3 
billion) is slated for major procurement and produc- 
tion. Aircraft is the most important item in this 
program, accounting for $6.6 billion. Ships and other 
craft account for less than $1 billion (only 275 mil- 


lion). Pay, clothing, food and other military personnel 
costs will take $5.6 billion, and the operations and 
maintenance of equipment and installations will fall 
in the neighborhood of $6 billion. The remaining 
funds of the Defense Department are mainly for re- 
search and development, industrial mobilization, 
civilian components, and the acquisition and construc- 
tion of real property. 

Most of the procurement funds were authorized by 
the supplemental appropriation bill that resulted from 
the Korean outbreak. The regular appropriations 
carried only $3.1 billion for major procurement. Up 
to the Korean war, less than one fourth of defense 
funds went into guns, ships and aircraft. During the 
four-year period covering 1947-1950 (fiscal) , Congress 
gave the armed services more than $48 billion. Almost 
$20 billion of this total went for pay, food, clothing 
and other personnel costs. Close to $13 billion was 
spent for operation and maintenance. Only about $8.5 
billion was used for major procurement—the tanks, 
ships and aircraft that we need today. (See Table 1.) 

The increased military appropriations have not, as 
yet, shown up in the spending figures. Contracts 
have been going out rapidly, but it will be some time 
before they are translated into actual expenditures. 
Defense outlays have, in fact, been running behind 
last year’s total. By October 16, Army, Navy, and Air 
Force expenditures for the current fiscal year totaled 
$3,986 million (as shown in the Daily Treasury State- 
ment). Outlays for the comparable period of the last 
fiscal year came to $4,228 million. These daily expendi- 
tures are shown in Chart 1. 

Military costs should be showing up in the expen- 
diture figures before too long. Pay, clothing, food and 
allowances will be reflected first in the increased out- 
lays. This should hold as well for operation and main- 
tenance. It will be some time before cash outlays for 
aircraft, guns, tanks and other major procurement 
show up because of the lag involved between con- 
tract letting and delivery. 

As production on previous orders is speeded up and 


Table 1: Total Defense Expenditures, Fiscal 
Years 1947-1950 


Billions 
of Dollars Per Cons 


Category 

Military personnel costs (pay, food, clothing, etc.).| 19.86 | 41.0 
Maintenance and operation (aircraft, ships, installa- 

tionss"ete,)\nrotic beck cote ae ere noe 12.78 | 26.4 
Major procurement (weapons, planes, ships, etc.)..| 8.53 | 17.6 
Research and development.................+.+-- 2.25 
Civilian components (National Guard and Reserves)| 1.86 
Service-wide administration and classified projects.| 1.39 


Retired ‘pay seccc< chee ens ee acide oe) anette 
Military ‘public works. ccoegiase acidic cele mba 49 
Mobilization and war readiness.................- .39 
Other reyes. wel a ce an ene 1 es EES 11 
Total 2...crc tical erase a easter ot hon ee Tee 48.44 | 100.0 


Source: Congressional Record 


THE CONFERENCE BOARD ~ 


— 


the need for replenishing the items consumed in the 
Korean conflict becomes more acute, these procure- 
ment outlays will rise. Amounts authorized for these 
and other military items will have to be revised up- 
ward owing to increasing costs of procurement and 
higher manpower requirements. Current price trends 
are having a decided impact on the military budget. 
The need for aviation fuel, for example, was acceler- 
ated by the Korean war, and costs have gone up 
about 30%. Parts for ships are up 10% to 12%, 
and some aircraft electronic equipment as much as 
175%. The Defense Department reported these in- 
creases last month. It also says that price increases in 
basic commodities have not yet been fully reflected 
in procurement, owing partly to fixed-price contracts. 
This has led to the insistence by contractors on es- 
calator clauses in contracts under negotiation. Ex- 
amples of price rises for various items purchased by 
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Revisions of the manpower requirements is another 
factor which may accelerate defense outlays.1_ The 
anticipated fiscal year-end armed strength for which 
the supplemental appropriations were prepared may 
be reached much sooner. If has been reported, for 
example, that the Army personnel may reach 1 mil- 
lion by the end of June, 1951, instead of the 834,000 
figure presented to Congress. It is also indicated that 
the other services have raised the year-end targets. 
Thus, considering that pay alone averages $1 a day 
per man (or $365 annually) and clothing and indi- 
vidual equipment per soldier comes to $377, the 
additional defense appropriations already approved 
may not suffice. Another request for funds will be 
coming early next year, or perhaps when Congress 
reconvenes. 


1The armed forces were under their budgeted strength at the 
outbreak of the Korean conflict. The Army, for example, was about 
40,000 under the budgeted strength of 630,000. In total, our armed 


the armed services are shown in Table 2. strength was slightly under 114 million at that time. 


TABLE 2: PRICE TRENDS AFFECTING MILITARY PROCUREMENT 


Source: Department of Defense 


a ee ae age ee Comma Gait |. Anglia») ae eee 
$ 0.99 $ 1.53 54.5 || Radiak training set....... Each $84.90 $289.00 240.4 

3.90 4.38 12.4 || Antenna equipment, 
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iif 2.92 3.36 15.1 || Switchbox, BC-658 (c)....| Each 10.05 12.04 19.8 

umber: E Field wire, WD-1/TT....| Mile 58.02 68.17 17.5 

No. 2 common pine..... M bd. ft. 66.00 97.00 47.0 || Communications equip- 
pDouglas fir..:.......... M bd. ft. 67.50 82.50 22.9 ment, AN/GRC-26....|. Each 11,353.91 14,700.00 29.5 
3ailey bridges. Danneel. Ss Each 37,796.00 51,792.00 37.0 || Conveyor, gravity, roller, 

wenty-ton trailers....... Each 3,287.00 3,540.00 Wf lif 10 feet toc ee Each 29.01 41.33 42.5 

each ETACCOTS sh dc = <.c Each 10,188.00 10,840.00 6.4 || Burlap, jute, 40-inch...... Yard 1711 2325 | 35.9- 
fire hose, cotton, rubber- Sack, burlap, 57 by 50 

MIMeCeR ee aciaeis she as 50 ft 20.64 23.10 11.9 INCHES). Ae aa eres Each ALT 5823 39.6 

MrOlAVe, 2:5... ss. Each 1,200.00 1,311.00 9.2 || Paper, typewriter, bond...| Ream 6.435 8.36 29.9 

Tire hose, naval.......... Foot 36 58 61.1 || Barrier, waterproof: 
ater tank trailer, 1-ton..| Each 793.17 914.76 15.3 Type Coleree cave nates: Roll 4.16 4.90 17.8 

attery: Type @aee tao Roll 11.06 11.80 6.7 

1D) abot ob Sia eee Each 9.15 11.53 26.0 Type Mig sii.cere ere Roll TAS 8.53 14.5 

SOO ieniee's « se'nt's « Each 12.55 14.58 16.2 || Box, fiber, shipping....... Each 82771 1.241 49.9 

LISI Sah San Be ce Sete ae Each 11.21 15.84 14.3 || Cloth: 

ire: Cotton, twill, 5-ounce...| Sq. yd. 1.27 1.555 22.4 
6.50 by 20, 8-ply....... Each 16.14 20.46 26.8 Wool, lining, 12-ounce...| Yard 1.65 2.05 24.2 
37-50 lon ¢ Alc d heen Ae Each 23.99 28 .93 20.6 Wool, serge, 15-ounce....| Yard 3.595 4.555 26.7 

earing bushing.......... Each .79 1.38 74.7 Wool, serge, 12-ounce....| Yard 3.63 4.463 22.9 

maketi sets tayidsine (vs vs Each 0849 .12757| 50.3 Wool, lining, 15-ounce...| Yard 1.78 2.247 26.2 

iring harness........... Each 3.12 4.14 32.7 Wool, serge, 18-ounce....| Yard 3.8176 4.89 28.1 
eInban kn meat en: ge + Each 9.15 12.75 39.3 Wool pile.....0....2.3 4. Yard 4.90 6.274 28.0 

MeOCKet oss asics eels « Each 15.00 © 18.45 23.0 || Webbing, cotton, l-inch...} Yard .0413 059 42.9 

tha sd eo. See eae Each .01265 .0146 15.4 || Drawers, cotton, shorts, 

attery assembly hanger..| Each 2.95 3.43 16.3 white eens cee cic Each 4233 5246 | 23.9 

nge, transfer brace drum| Each 1.72 1.99 15.7 || Cloth, cotton chambray, 
‘ilter oil breather........ Each 1.80 1.95 8.3 S-OUnNCe. aie oer Yard 89 4A 12.8 
parriage bolts...:...0. +» Each .0135 .01533| 13.6 || Trousers, cotton khaki....| Each 74 86 16.2 
Steering knuckle assembly .| Each 15.84 19.9368 | 25.9 || Box and sleeve, shipping, 
Shaft (automotive)....... Each 22.77 Q4 74 8.7 fiber tess oe ee. Set 5996a 6794 | 13.3 
Hood support............ Each Ath; 83 7.8 || Gasoline drums, 5-gallon..| Each 1.7891 1.9791 10.6 

sround interrogator, Adhesive tape, 3 inches by 
me AN/UPX-4......0.5.. Each 3,479 .00 4,175.00 20.0 Sryardstete Cn eee eet. Roll 26 30 15.4 
eight finder: Surgical gloves, rubber....| Pair .178 22 23.6 
BAN/TPS-103........... Each 36,000.00 44,500.00 93.76)ai| (Glycerimerae tacit sire clothe Pound 35 75 114.3 

PN MEPS-400 0.0. we 3s. Each 67,000.00 77,050.00 15.0 || Instrument and medicine 
adio receiver, Gabel et Seren ee Each 195.00 220.00 12.8 

mm R-274/FRR.......-.. Each 550.00 910.00 65.5 || Ground interrogator, 
Bee Each 139.00 219.00 57.6 AN/UPX-6...........| Each 1,842.00 2,303 .00 25.0 


Note: Food items not included. 


aAugust 4, 1950, price. 
_ 1These figures released by Department of Defense on September 11, 1950. 
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The ending of the war in Korea will not halt or 
slow down the preparedness program. A projection 
of Defense Department budget estimates made in 
August places the new obligational authority (appro- 
priations and contract authorizations) required for 
the fiscal year 1952 at $25.6 billion, leveling off to 
$24.6 billion after fiscal 1954. These estimates, which 
for the most part cover the three services, were based 
on these assumptions: 


e The strength authorized as of the beginning of 
August will continue through the fiscal year 1955. 

e The Korean war will end during the current 
fiscal year. ; 

e Our forces will then be placed on a readiness 
basis and deployed on the same basis as contem- 
plated for this fiscal year (1951). 


These figures also assume little change in the aver- 
age price levels from the 1951 estimates. In light 
of increasing prices, the family allowances for service- 
men, and prospective higher manpower needs, de- 
fense requirements would fall around $30 billion in 
future years. This amount covers only the three serv- 
ices and other functions of the Department of Defense. 
Considering the arms aid we will continue to send our 
allies (economic aid will probably go down) and 
other defense requirements such as stock piling, mili- 
tary budgets of at least $40 billion may be necessary 
to keep the country in a state of preparedness. Other 
estimates have placed this figure much higher. 


Brrnarp Moss 
Division of Business Economics 


Business Forecasts 


Roy L. Reierson, vice-president, Bankers Trust Company 
(in an address before the Federal Reserve Bank, Minne- 
apolis, October 5) —“Despite the increased military program, 
it is possible that we may experience some temporary de- 
cline in the rate of business activity in the next few months. 
. . . However, there is little likelihood of such a letdown 
leading to any significant or protracted decline in either 
the volume of business or the general level of commodity 
prices. . . . As the months pass, the military program will 
increase in tempo and insure a high rate of business activity. 
. .. Military spending and foreign aid are now taking about 
6% of our national output. Two years from now, even with 
a vigorous defense effort, the share may be no more than 
15%. .*. . Inflationary pressures are already chronic; unless 
we adopt effective policies, they are likely to grow.” 

Northern Trust Company (Business Comment, October) 
—It is possible that we have had some over-production in 
certain industries during the last few months of scare buy- 
ing which may necessitate a reduction in output in forth- 
coming months.” 


Raymond Rodgers, professor, New York University (in 
an address before the National Fraternal Congress, Septem- 
ber 26) —“As a result of the rearmament program, business 
activity will be at high levels, employment will be record- 
breaking, and disposable income will materially increase.” 


Q. Forrest Walker, economist, R. H. Macy & Co., Inc. 
(from remarks at the Boston Conference on Distribution, 
October 17) —“It now appears likely that the federal cash 
budget will show a large surplus in the first quarter of 1951 
and we may possibly still be in the black next June... . 
Business will be good during the balance of the year, but 
we may experience some intermediate slackening in the 
rate of business activity during the first quarter of 1951. 
. . . Somewhat higher prices than prevailed before Korea 
will doubtless persist for a considerable period. . . . No 
dangerous inflation appears likely in the foreseeable future. 
. .. Defense expenditures will probably not reach an annual 


rate of 10% of our gross national product until toward the ~ 


middle of next year. . ... A conservative guess for the fourth 
quarter would .be an increase of about 7% to 8% in depart- 
ment store sales. For the first half of 1951, the gains in 
disposable income are likely to be moderate and sales may 
show only small gains compared with the same period in 
1950. The retail trades will probably do better in the 
second quarter than in the first quarter.” 


Monetary Policy 

M. S. Szymezak, Governor, Federal Reserve System (in 
an address before the American Bankers Association, Sep- 
tember 25)—“In the event existing authority over reserve 
requirements should prove inadequate, Congress may de- 
cide to expand this authority to permit further increases 
in reserve requirements. It may even be necessary . . . 
particularly if large scale deficit financing would necessitate 
some Treasury borrowing from banks, to institute some 
sort of supplementary requirement. Under such a plan 
commercial banks might be required to hold some percent- 
age of their demand and time deposits, in addition to present 
reserves, in the form of Treasury bills, certificates and notes, 
or cash and cash items. . . . If consumer instalment and 
real estate credit controls succeed in deferring consumer ex- 
penditures, savings deposits may be expected to increase at 
somewhat higher than present rates, as they did during 
World War II. At the same time, reduction of real estate 
credit extension may reduce the supply of such investments 
available to savings banks. This should strengthen market 
demand for long-term government securities.” 

Ivan Wright, consulting economist (in an address before 
the Municipal Bond Forum, September 28)—‘‘The conclu- 
sion that the money markets will come under more complete 
control of the government and that interest rates will 
remain low and stable seems inevitable. . . . As a result of 
the government policies no great change in the prices of 
high erade bonds or their yields is to be expected in the 
near future.” 


Steel 

Iron Age (October 5)—“Despite some press reports and 
alleged expert views to the contrary, steel is in for a 
hectic period unsurpassed since 1940. . . . Some steel people 
privately say that flat-rolled percentage for defense and 
indirect defense may reach 40% to 45% of total by next 
May or June.” 
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Iron Age (October 12) —‘Three million tons of steel must 
be diverted from current production to construct the fur- 
naces, rolling equipment, ovens and other equipment needed 
to construct 9.4 million tons of capacity. Sawyer might 
have added that production of an additional 9.4 million 
tons of steel would require the following additional amounts 
of raw materials: iron ore, 12,825,000 tons; coal, 10,500,000 
tons; scrap, 4,250,000 tons; pig iron, 4,250,000 tons; lime- 
stone, 3,450,000 tons; manganese, 160,000 tons; chrome ore, 
63,000 tons; and metallic nickel, 14,000 tons.” 


PLANNED STEEL CAPACITY EXPANSION 
(Sawyer Report) 


Annual Planned 
Capacity Expansion 
(Net Tons) 
Steel as of 
aD Me LOGO Ee. elias inlet lpeie et. chatsaye Ja cia ole tals 100,563,000 —......... 
December Si, 1950 .....5:0 6 5.65 a alctsig wise s sig 0.cyaieis) oils 103,032,000 2,469,000 
December 31, 1951............0 00.0 eee eee 107,004,000 3,972,000 
December Sly 1952.3... ie cases cigs ee ee cihes 109,963,000 2,959,000 
Net capacity imcrease...........0. 0. cee eee eee eens 9,400,000 
Blast furnaces as of 
Jjothy UjsC al ee Meateleg Gareigo nae eens e UceIe A anaaao.e 71,622,000 ........ 
December 31, 1950........... 0.0... cece eee ee 71,749,000 128,000 
Meteor ai LOS Lo. cvete yes wuts snes sis edna oun tlace 72,833,000 1,084,000 
December: BPs 1952 -iisic sis etostee «bil ons eae 73,378,000 545,000 
Net capacity imcrease........... 5: cece cere eee ee eens 1,734,000 


Steel (October 16)—‘‘The picture now unfolding before 
the National Production Authority promises a slight easing 
of the steel supply this quarter, progressive tightening in 
the first and second quarters of next year and acute short- 
ages in the second half of 1951. That outlook is based on 
sustained production of finished rolled steel at an annual 
rate of 75 million net tons or a little better—and, no steel 
strike in January. 

“Last quarter 1950: Finished steel production, 18,750,000 
tons. Priority requirements for military, including foreign 
arms aid, 765,000 tons. 

“First quarter 1951: Finished steel production, 18,750,000 
tons. Priority requirements, including 1,250,000 tons for 
military and 750,000 tons for construction and repair of 
freight cars, or a total of 2 million tons. Of this total about 
925,000 tons will be in addition to the steel now going... 
for those purposes. 

“Second quarter 1951: Finished steel production, 18,750 - 
000 tons (or more). Priority and allocations requirements 
including 1,750,000 tons for the military and 750,000 tons 
for the freight car program, or a total of 2.5 million tons. 
Of this total about 1,425,000 tons will be in addition to the 
steel going for those purposes in the fourth quarter of 1950. 

“As of June 30, 1951 .. . on an annual production rate of 
75 million tons of finished products, priority and allocation 


-requirements will be taken between 13% and 14% of the 


steel supply. . . . Allowing for the fact that steel now is going 
into military programs and freight car construction and re- 
pair at the rate of 2,000,000 tons annually, the increased load 
for these purposes comes to 8 million tons or 10.6%.” 


Farm Income 

Federal Reserve (Federal Reserve Bulletin, September) — 
“Cash farm income in 1950 will probably be similar in 
amount to the 28.3 billion dollars received last year. This 
was 2.5 billion dollars or eight per cent below 1948... . 
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Net income of farm operators will probably be close to 
the 14.1 billion dollars realized in 1949.” 


Foreign Trade 


Federal Reserve Bank of New York (Monthly Review, 
October) —“‘The effects on our balance of payments of the 
new setting created by the invasion of Korea will become 
visible in two stages. We are now in the first stage, during 
which a substantial rise in our imports will be accompanied 
by only a moderate increase, if any, in exports. In a second 
stage, our exports are likely to rise substantially further, 
with the increase possibly exceeding any further rise in 
imports.” 


Meat 


Bureau of Agricultural Economics (Livestock and Meat 
Situation, released October 27)—‘Meat production is ex- 
pected to increase next year. The increase may be a little 
greater than the average of the past three years. Produc- 
tion in 1951 will be sufficient to supply somewhat larger 
military requirements and also provide for a civilian con- 
sumption of about 3 pounds more per capita than the 145 
pounds expected to be consumed in 1950. Practically all 
the increase in meat production next year will be in beef 
and pork. Little change is likely in production of veal or 
of lamb and mutton. . . . Prices of meat animals may be 
only moderately higher than in 1950. . . . Prices of all classes 
of meat animals are likely to be higher. Any substantial 
rise would put meat animal prices in the range subject to 
control.” 


Clothing 


Jerome I. Udell, President, Max Udell Sons & Co., Inc. 
(Open Letter, September 29)—“If a labor increase is 
granted, prices (men’s suits) for spring, 1951 will rise 10% 
on the average. This increase will reflect only about one 
half of known replacement costs, and another 10% increase 
is to be expected for fall, 1951... . For the first half of 1951 
we estimate 12,500,000 civilian suits in addition to a sharp 
rise in output of military garments. . . . Suit production in 
the first six months (1950) totaled 11,800,000.” 


Furniture 


Seidman and Seidman (Furniture Industry Bulletin, re- 
ceived October 3) —“Business in manufacturers’ hands virtu- 
ally assures a peak rate of operations for several months, 
tempered only by the available manpower.” 


Fats and Oils 


Bureau of Agricultural Economics (Fats and Oils Situa- 
tion, released October 5)—‘Production of fats and oils 
from domestic materials in the year beginning October, 1950, 
probably will total about 11.9 billion pounds . . . about the 
same as in 1949-50 but . . . larger than in any other year. 
Declines in output of cottonseed and peanut oil are expected 
to be about offset by increased production of soybean oil, 
lard, tallow, and greases. . . . Prices . . . will remain above 
a year earlier.” 

Crecite PoLuack 
Division of Business Economics 
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Postwar Capacity Is Up Substantially 


1939 194i 1943 1946 1947 1948 1949 1950 


(EST.) 


Millions of short tons; figures in bara represent production of paper and paper- 
board as a % of capacity 


Sources: Department of Commerce; American Paper and Pulp 
Association 


APER and paperboard production has been run- 

ning along at such a lively pace this year that 
there seems little doubt that 1950 will break all 
records. 

Output for the first three quarters hit 17.8 million 
tons. Not only is this a new high for any nine- 
month period, but it is almost 25% greater than 1940’s 
full year’s production. If production continues at 


this level during the final quarter of the year, the ~ 


industry will turn out about 23.5 million tons of 
paper and. board. This would surpass the 21.9 million 
tons of the peak year 1948 by more than 5%. 

The avalanche of orders descending on paper and 
board manufacturers in recent months has created 
the heaviest backlogs in the industry’s history.1 While 
most of 1949 was a fairly slow period for the paper 
industry, an upturn occurred in the third quarter. 
High production rates continued into 1950. Then 
the Korean invasion created still stronger demand 
for paper and board. Orders received in July jumped 
to a new high, exceeding the previous peak (March) 
by 3%. They rose another 14% in August, reaching 
about 2.5 millions tons. Orders in September fell off 
about 15% from the August peak, but they are still 
among the highest on record. The drop apparently 
does not represent any substantial easing in demand. 
For the most part, it is the result of mills’ limiting 

1Order duplication may account for part of the heavy volume of 
orders now on the books. How much, nobody knows. But in times 
like these, users tend to order far in excess of requirements, often 
with more than one supplier. When sufficient shipments are received, 


the remainder is canceled. There is little question that such is cur- 
rently the case in the paper and board industry. 


The Situation 
on Paper 


orders accepted in order to maintain more workable 
schedules. 

Some customers have doubled and even tripled 
their orders in the past six or eight months. Many 
mills have set up voluntary allocation plans in order 
to cope with this unprecedented influx. As a result, 
July production was maintained at a high level, dip- 
ping about 10% from the already heavy June rate. 
(July is the trough in the seasonal pattern.) Then in 
August output shot up to an all-time monthly peak of 
2.2 million tons. And September production con- 
tinued at close to the peak level of August. 

During the past few months, paper mills have 
been operating in excess of six-day capacity. For 
example, paper production averaged 105.8% and 
101.7% of capacity, respectively, in August and Sep- 
tember. Paperboard manufacturers have also been 
doing near-capacity business. Paperboard operating 
ratios averaged 100% and 96% for August and Sep- 
tember, respectively. During the first few weeks in 
October, both paper and board operating ratios ex- 
ceeded 100%. 

The pre-Korean strength of the paper market was 
a result of revised buying policies and the general 
increase in industrial activity. As with many other 
nondurable goods, 1949 was a year of readjustment 
in the paper and board industry.! While 1948 was a 
period of rising prices and inventory building, 1949 
was marked by falling prices and inventory liquida- 
tion. With prices going down, pulp, paper and board 
consumers generally bought only for current needs, 
waiting for prices to hit bottom. 

Output fell off quite sharply in 1949. By the end 
of the third quarter, prices had leveled off, and orders 
had picked up. In the final three months, production 
hit a quarterly peak and has remained at high levels 
ever since. 

The new impetus gained this year has been mostly 
a reflection of the upturn in the economy at large. 
Since the bulk of paper and board is used for printing, 
shipping and packaging purposes, its demand is essen- 
tially a derived one. Most of the increased demand 
for paper this year has, therefore, gone into consump- 
tion, but rising prices have also encouraged inventory 
building. 

As with a wide variety of other goods and materials, 


1See “Paper Industry Returns to Buyers’ Market,” The Business 
Record, May, 1949. 
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the Korean crisis set off a wave of scare buying in 
paper and board. Users and suppliers were eager to 
build up inventories in anticipation of price increases 
and longer delivery schedules. Inventories of mill, 
distributor, and consumer are probably now some- 
what higher than they were prior to the Korean 
outbreak. 

Government orders for paper and board stemming 
from the stepped-up defense program have been very 
small so far. And no sizable increases are expected 
during the remainder of the year. Increased direct 
government requirements! for the second half of 
1950 probably will not aggregate more than 1% of 
total production, according to an estimate by the 
Department of Commerce. However, demand for 
some specific types of paper, such as map paper, may 
_ show sharper upswings than the over-all average. 

Indirect government requirements are not so read- 

ily measurable. Orders from the Army, Navy and 
Air Force for supplies and equipment create a con- 
comitant demand for paper and board for shipping 
and packaging. Under the present defense program, 
consumption of paper and board for these uses is 
not expected to be very substantial in relation to 
total production. Then, too, a sizable portion of in- 
direct military requirements, such as paper and board 
used in shipping shoes, clothing, food, and toilet ar- 
ticles for servicemen, will be partly offset by a 
curtailment in civilian consumption. However, the 
paper and board in which firearms, ammunition, and 
electronic equipment are packed represent a net addi- 
tion to over-all demand without any diminution of 
civilian requirements. 

1Paper and board bought directly by government agencies such as 


the Government Printing Office, Department of Defense, Bureau of 
Federal Supplies, and United States Post Office Department. 


Production Reaches New Peak in 1950 


QUARTERLY 
PRODUCTION 


1946 1947 1948 1949 1950 
Millions of short tons 
Sources: Department of Commerce; American Paper and Pulp 


Association 
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Since the additional government requirements for 
paper and board in the immediate months ahead will 
apparently not drain off any substantial quantities 
of total production, it is not expected that the cur- 
rent state of partial mobilization will put any serious 
crimp in the paper and board supply. During the 
height of World War II, about 20% of paper and 
board production was channeled into government use, 
direct and indirect. 

While customers who have upped their orders two 
and three times from their levels earlier in the year 
are not generally able to get all the paper and board 
they want, most grades of paper and board are not 
critically short. The outstanding exception is news- 
print, which has been in short supply all year, and 
no substantial improvement seems imminent. In- 
creased consumption has been the major reason for 
shortages. United States production of newsprint for 
the first eight months of the year exceeded the com- 
parable 1949 period by a little more than 5%. What 
is more, imports, which comprise about 85% of our 
total supply, were also up almost 5%. This increase 
is accounted for by the larger shipments from Canada. 
Imports from Europe have fallen off somewhat from 
last year. 

Kraft paper is another grade in which acute short- 
ages exist. Mills producing kraft have been deluged 
with such a heavy volume of orders during the past 
few months that some producers are temporarily not 
accepting orders until they catch up on their huge 
backlogs. 

Shortages at the raw material level have also been 
acting as a limiting factor in expanding production 
still further. While production and imports of pulp 
are up considerably from last year, demand is still 
outstripping supply. Scarcities have been more wide- 
spread in bleached varieties. Strikes in chlorine 
factories during the summer have pinched produc- 
tion in pulp mills, which use this chemical for bleach- 
ing. It will probably take several months before the 
pent-up demand for chlorine is met. 

Prices of wood pulp have risen about 10% since 
June. Higher pulp prices have, in turn, pushed up 
demand for waste paper. Consequently, prices for 
the latter have also been going up. 


PRICE RISE 


Virtually every grade of paper and board has been 
increased in price in recent months. Prices of paper- 
board are about 15% above their pre-Korean level, 
while paper prices are up an average of 5%. 

Despite these recent boosts, prices are still below 
their 1948 peaks—paperboard down 2%, and the ag- 
gregate of paper about 1% below the highs of 1948. 


Suey S. Horrman 
Dwision of Business Economics 


Why Our Huge Gold Stocks Are Dwindling 


CHANGE IN U.S. GOLD STOCKS 


1948 1949 1950 


Gold stocks of this country began to fall in the last quarter of last year. The 
loss was really big in July and August of this year ($24 billion is left) 


NET GOLD IMPORT 


DOMESTIC 
GOLD PRODUCTION 
"1948 1949 1950 


But while our stocks went down gold continued to come into the country 
and domestic output stayed steady. So the explanation lay elsewhere 
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Our gold loss really came about through a rise in ered gold. That is, 
more of it became the property of other countries without leaving our shores 


1948 1949 1950 


Up through the third quarter of last year, the net result of other countries’ 
trading with us was that they settled their accounts with gold 


p00 EXPORTS OF GOODS AND SEES 


EXPORTS OF GOODS 


2,000 IMPORTS OF GOODS AND SERVICES — roars oF 000s 
1,000 : THIRD 


QUARTER 
ESTIMATED 


1948 1949 1950 


———— ee 


Since the 1949 fourth quarter, it’s been the other way around. Factors: our 
smaller export excess and conversion into gold of existing foreign balances 
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exports are cut in half 


EXPORTS 


0 
1939 40 41 42 43 44 #45 46 47 #48 «49-49 ~ «50 


. - - and domestic needs rise 


MILL CONSUMPTION 


7 
1939 40 41. 42 43.44 45 46. 47..48 49 ‘50 


. . While carry-over is going down 


CARRY-OVER 


0 ed 
1939 40 41 42 43 44 45 46 47 48 49 0 "5 I 
Millions of running bales; crop years starting August 1; broken lines indicate 

estimates, 


Source: Department of Agriculture 


More Demand for 


UR supply of cotton is short. A reserve stock 
of about 3 million bales is expected to carry us 
into the August, 1951, harvest. Its adequacy hotly 
debated, even this amount has barely been squeezed 
out by clamping down on exports, which might other- 
wise have made away with the remaining reserve. 
The present situation is such that mills are ex- 
pected to use as much or more than the newly har- 
vested crop in the current cotton year. When export 
requirements are added, it is clear that total demand 
can be fed only by dipping into stocks, and even ex- 
ports at controlled levels will cut stocks approximately 
in half. (Imports are not overly important in total 
supply.) 

One good crop can pull us out of this squeeze and 
leave us with a more comfortable margin for 1951- 
1952. Even so, some export control might still be re- 
quired. The near-term outlook is thus more promis- 
ing for cotton than for wool, for it takes three years 
to produce a real increase in the latter, which is also 
in short supply? 


BIG CHANGE IN YEAR 


The cotton picture was quite different a year ago. 
A big 1949 crop of 16 million bales had raised the 
carry-over to reasonable, or more than reasonable, 
heights. There was a fear then that another bumper 
crop might increase the carry-over to levels that 
would depress the market and force the Department 
of Agriculture into heavier price-support outlays. So 
the Department instituted an acreage control scheme 
designed to cut this year’s crop to 12 million bales— 
a drop of 25%. 

In the meantime, world and domestic demand rose, 
and on top of this came an increased military pro- 
curement program. Nevertheless, the planned cut- 
back of 4 million bales from the 1949 crop would 
probably have worked out. Unfortunately, the crop 
reduction program overshot the mark, and only about 
9.7 million running bales (9.9 million bales of 500 
pounds) are expected now. Bad weather and insect 
damage, plus confusion over planting quotas, pulled 
the crop far below anticipated levels. 

These developments have caused the Department 
of Agriculture to change signals for the next crop. 
All restrictions are now off. Anyone anywhere can 
plant and market as much cotton as he wishes. The 
Department hopes that a more than 16-million bale 

1That is, from August, 1950, through July, 1951, when another 
crop will become available. 

*See October Business Record for discussion of our wool position. 
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Less Cotton 


crop will result, and that the carry-over can thereby 
be at least maintained, or possibly increased. 

The details underlying the shortage may be easily 
_ shown by indicating how the supplies now in sight 
are expected to be divided. 


SUPPLY WON’T STRETCH 


The total amount of raw cotton available until the 
next crop is harvested in the fall of 1951 is approxi- 
mately 16.6 million running bales. This includes a 
carry-over on August of this year of 6.6 million bales, 
the highest stocks since 1946, and estimated imports 
at last year’s level of some 250,000 bales.1 Output 
this year, on the basis of the latest official estimate, 
is about 9.7 million running bales. 

Out of the 16.6 million bales, it is estimated that 
domestic mills will take about 10.5 million-11 million 
bales (more if the military program should be hiked) . 
This would represent a considerable increase in mill 
demand: 18% over last year and 35% over 1948. If 
this demand materializes, about 6 million bales (or 
less, depending on final crop reports) would remain 
for export and carry-over into the 1951 crop year. 

Exports alone, if unrestricted, could exhaust the re- 
mainder. Last year, they totaled 5.9 million bales; 
the year before, 4.7 million bales. European demand 
has risen although foreign supplies are higher and 
American dollars are still relatively scarce. With con- 
tinued ECA assistance, exports might have ap- 
proached last year’s levels. Last year, our govern- 
ment financed over 70% of our cotton exports. So 
after the possibility emerged that otherwise we’d be 
virtually without a carry-over on August, 1951, re- 
strictions on exports were imposed. All cotton leaving 
the country now requires prior licensing by the De- 
partment of Commerce. 

Controls provide that, except for shipments to 
Canada, no more than 2 million running bales may 

be moved out of the country in the eight-month 
period ending March, 1951. This amount is approxi- 
mately equivalent to 3 million bales annually.” Ac- 
cording to the Department of Agriculture, it is an 
interim measure “as a safeguard against total exports 
larger than might be warranted under the current 
United States cotton supply situation.” If later in the 


1Import quotas on long staple cotton have been recently increased 
to ease supply. Tight supplies generally mean a shortage in wanted 
“grades. 

2This was the original regulation. A later change permits addi- 
tional exports of about 200,000 bales annually. This relaxation 
‘appeared to be an outcome of cotton growers’ complaints. (See 
following text.) 
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year the supply position should become better, an 
additional allocation might be announced. Shipments 
to Canada do not affect the total overly much. Last 
year, they reached 300,000 bales, about 5% of total 
exports. 

Both praise and disapproval greeted the export 
restrictions. Some cotton interests decried what they 
called the government’s attempt to depress cotton 
prices and charged discrimination against the farmer. 
However, opinion on the other side, particularly in 
the textile trade, was generally highly favorable. The 
measure results in adequate mill supply without extra 
price pressure. Concern was expressed over the danger 
of allowing the carry-over to fall below a “safe mini- 
mum” level. This opinion prevailed. 

An export of 3 million bales leaves only another 
3 million bales available for carry-over on August, 
1951. The question of the adequacy of this amount 
is ticklish, for it is tied to the uncertainties of military 
needs. Estimates of a safe minimum, therefore, vary 
anywhere from 3 million to 5 million bales. 

By way of comparison, early in World War II, the 
40% rise in mill consumption over 1939 was more than 
offset by a decline in exports from 6 million bales in 
1939 to a little more than 1 million in the following 
years. But easing of exports at that time was not 
an important factor, for there was no shortage prob- 
lem. In fact, there was an oversupply. In the years 
from 1938 through 1945, the cotton carry-over never 
fell below 10 million bales. Today, supplies are short 
and demand has risen. Exports are about at 1939 
levels, while mill demand is almost 10 million bales as 
compared with 7.8 million bales in 1939. 


ARE 3 MILLION BALES ENOUGH? 


With present demand, a carry-over of 3 million 
bales plus a 1951 crop of 16 million-17 million bales 
might be sufficient. (The 1952 carry-over will not be 
raised if export demand reaches 6 million bales unless 
controls continue.) But should the necessity for full- 
scale mobilization arise at any time up to August, 
1952, mill consumption would be pushed up, barring 
cutbacks in civilian output.? Exports then would be 
under further threat of restriction to save reserves. 
In case of actual hostilities, however, the export de- 
mand might melt away, depending on the accessibility 
of our customers. 

But will the crop approach that 16 million bales? A 
real bumper crop, equal, for instance, to the 18.9 bil- 
lion bales of 1937, would ease the tightness. A poor 
crop would be critical. The primary problem is in in- 
ducing the farmer to plant that much cotton. The 

1Mill consumption is based on a larger population and a higher 
rate of economic activity than in prewar years. 


2Just how much of our raw cotton went for military use in World 
War II is not known, but estimates of wartime distribution of cotton 
broad woven cloth suggest that less than 50% of it was available for 
normal domestic use in the war years. 
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Cotton Mobilization Committee? report states: “The 
farmer, who has come to have an understandable 
fear of a cotton surplus, must have explained to him 
the abrupt change which has taken place in the cur- 
rent supply and demand situation and must be 
assured that his country needs greater production in 
this emergency.” 

The reasoning of the Cotton Mobilization Commit- 
tee’s recommendation, on which present plans are 
based, was as follows: 


“The committee has reached unanimous agreement that 
this nation should undertake to produce 16,800,000 bales 
of cotton in 1951. This objective is believed to be the 
amount necessary for the 3-million-man military force 
now generally considered indispensable, for the expanded 
domestic civilian and industrial requirements, for the 
building up of carry-over stocks in 1952 to the barest 
minimum needed for national safety, and for reasonable 
exports to friendly nations.” 


The report adds: “Certainly, in the event of all-out 
mobilization the requirements might be much higher. 
Actually the objective of 16,800,000 bales happens to 
be as high as it was thought practicable this year.” 


Rosse Nawicu 
Division of Business Economics 


1The Cotton Mobilization Committee is made up of representatives 
of growing and consuming interests in the cotton trades. It was 
organized to advise the government on defense policies. 


Who Owns What Assets? 


A VALUED ASSOCIATE WRITES: 


“I have recently run across the statement that tt 
is estimated that less than one tenth of one per cent 
of the corporations in the United States own and 
control more than fifty per cent of all corporate 
assets. Do you have any figures along these lines 
that you can furnish?” 


In 1946 (the last year for which figures are avail- 
able) , 526,363 corporate income-tax returns were filed 
with the Bureau of Internal Revenue. Not all these 
returns included balance sheets, but 440,750 did. 

Among these returns that included balance sheets, 
there were 531 that reported aggregate assets of $223 
billion. These are the returns which reported assets of 
$100 million or more each. 

This group of 531 returns represented roughly one 
tenth of one per cent of all returns. The assets re- 
ported on these returns come in the aggregate to but 
slightly less than one half of the $455 billion of assets 
reported in all returns with balance sheets. 

The 531 returns, of course, represent many more 


than 531 corporations, since there are doubtless many 
consolidated returns. But it appears fair to assume 
that there are approximately 531 corporations in the 
group that control (and own) most of the assets re- 
ported in these returns. 


WHERE DUPLICATION OCCURS 


There is some duplication. It occurs, for example, 
when two of the returns in this group report the 
same assets, as in the case of unconsolidated subsidi- 
aries or affiliates with assets of $100 million or more. 

A case in point doubtless would be E. I. du Pont de 
Nemours & Company and General Motors. General 
Motors naturally would report all its assets, while 
du Pont would report its large holding of General 
Motors stock among its assets. There is no way of 
telling just how great this duplication is. 

It is probably fairly large in absolute amount, but 
a relatively small part of the $223 billion of total 
assets of the group as a whole. 

But corporations with $100 million or more of assets 
also have interests in smaller corporations. These, if 
not included in consolidated returns of the giants, 
would be included in the 440,219 returns not falling in 
the top-size category. The assets of such corporations 
would, so far as these statistics are concerned, be in- 
cluded in full in the returns of the smaller corpora- 
tions. A part of these assets (or the equivalent in 
stock or equity ownership by the larger corporations) 
would also form a part of the $223 billion credited to 
the returns reporting assets of $100 million and over. 

How great this duplication is would be difficult to 
say. Perhaps the best we can do is to assume that the 
overstatement of the assets of the 531 returns as a 
result of duplications within the group of the largest 
returns roughly balances the overstatement of corpo- 
rate assets that appear in the statistics not to be 
owned by the larger corporations but which, in fact, 
are so owned. 


HOW MANY CORPORATIONS? 


Again, it is to be supposed that the 85,613 corporate | 
income-tax returns that did not include balance sheets _ 
represent corporations with some assets in the aggre- 
gate. No one, of course, can say what the amount is. 
But whatever it is, it must be added, probably in toto, 
to the corporate assets which are not owned or con- 
trolled by the 531 giants. . 

It is in respect of the number of corporations in- 
existence in the United States that the figures are 
most defective for the purposes here in hand. It has 
already been observed that the 531 returns in the top-_ 
sized bracket really represent many more than that 
number of corporations. The same is true of the other 
returns in the lower-sized groups. This is particularly j 
true, almost certainly, for returns made by corpora- 
tions with, say, $10 million assets or more. 
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It has been noted that the 531 corporate returns 
‘constitute roughly one tenth of one per cent of the 
total of all returns. We have added that, for the pur- 
poses here in hand, we might assume that about 531 
‘corporations controlled the assets shown as the aggre- 
gate of the assets reported by this group. The total 
number of corporations could be, and probably is, 
substantially greater than 526,363. If, therefore, the 
figure 531 were related not to the number of corporate 
‘Income-tax returns but to the total number of cor- 
Porations in the United States, we might very well 
‘come up with a percentage figure appreciably less than 
‘one tenth of one per cent. 

But is all this so startling, after all? Everyone 
knows that a very large proportion of the corporations 
of the country are small local affairs with relatively in- 
‘consequential assets. Roughly 200,000 returns in 
1946 reported total assets of less than $50,000 each. 
Another 76,821 returns reported assets of $50,000 or 
more but less than $100,000 each. Still another group 
of about the same number showed assets of $100,000 
or more but less than $250,000 each. We may be sure 
that few of these are owned or controlled by the 531 
corporations. 


A SIZABLE GROUP 


And, after all, a group of 531 giant corporations is 
a very sizable group. One would expect them to own 
possibly a half, or perhaps even more, of the total 
corporate assets of the country. It is when they are 
expressed as a percentage of the total number of cor- 
porations in the country that the figure attracts at- 
tention and is apt to lead to erroneous conclusions. 
The smallness of this figure is owing fully as much to 
the large number of very small corporations as to the 
relatively small number of very large corporations. 
Something like one tenth of one per cent of the corpo- 
rations of the country own about one half of the 
corporate assets partly at least because about 65% 
of them own less than 5% of these assets. 

One must, of course, carefully observe that it is 531 
corporations, not 531 individuals, that we are con- 
sidering. Each of these corporations has many indi- 
vidual owners. One of them, the American Telephone 
and Telegraph Company, is owned by considerably 
more than three quarters of a million stockholders. 
General Motors has not very far from half a million. 
The fifty largest manufacturing corporations reported 
a total of more than 2,850,000 stockholders at the 
end of 1949. Of course, there is much duplication in 
this last figure, since doubtless the same holders own 
shares in more than one of these corporations, but 
there are many corporations with very large numbers 
of stockholders (the utilities, for example, and the oil 
companies) not in the list at all. F. W. J. 
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Business Book Shelf 


Records Management and Filing Operations—Although 
first published in 1947, this book is still considered a basic 
guide and reference manual in the field of records manage- 
ment and filing operations. It covers the technical aspects 
of records handling as well as the training of workers in 
techniques. Replete with illustrations, the book is designed 
to assist records department employees in the better per- 
formance of their daily operations. It also furnishes sug- 
gestions to management for establishing and organizing 
records-management departments as a district function in 
the organizational structure. By Margaret K. Odell and 
Earl P. Strong, McGraw-Hill Book Company, Inc., New York, 
1947. Price, $4. 


Office Methods, Systems, and Procedures—A compre- 
hensive, organized, and usable manual in the field of office 
methods, systems, and procedures. Techniques described 
and illustrated follow a continuity from fundamentals to 
a complete working program based upon well-established 
principles of work simplification, standardization, and 
motion economy. One of the features of the book is the 
special attention given to the procedural interrelationship 
of company policies, business economies, accounting prin- 
ciples, improvement of methods, simplification of opera- 
tions, and the design of forms and systems. By Irvin A. 
Herrmann, The Ronald Press Company, New York, 1950. 
Price, $7. 


Unions Before the Bar—An attempt to tell the history of 
public policy toward unions and collective bargaining, 
presenting in dramatic summary twenty-five outstanding 
court decisions which have helped to shape the legal status 
of unions in the United States over the past century and a 
half. The author, a union attorney, pointsout, with appro- 
priate comments, cases involving the unreasonable or un- 
democratic conduct of unions, includingwhat he calls “‘the 
high cost of contempt’’—the case of the United States os. 
John L. Lewis. Elias Lieberman, Harper & Brothers, New 
York, 1950, price, $5. 


The New Society—Mass production, “‘a new principle for 
organizing people to work together,” has created the giant 
industrial enterprise, a new ruling class and a new kind of 
politics, according to the author. Peter F. Drucker, Harper 
& Brothers, New York, 1950. Price $5. 


New Facts on Business Cycles—The thirtieth annual re- 
port of the National Bureau of Economic Research contains 
a summary of new findings in business cycle analysis. 
Arthur F. Burns, National Bureau of Economic Research, 
New York, 1950. 


Practical Financial Statement Analysis—This is a revised 
edition of what amounts to a reference work on the signifi- 
cance of financial ratios. Generous use is made of examples 
and case studies. Roy A. Foulke, McGraw-Hill Book Com- 
pany, New York, 1950. Price $7. 
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Trends in Longevity 


HE MEDICAL advances which have, in the past 

few decades, added many years to the average 
person’s life have profound significance for industry 
and government as well as for the individual. 

The effect will in time be felt by industry in a 
change in consumption patterns. And, as more and 
more persons live to older ages, an older labor force will 
add its peculiar employment problems. One factor 
will be an increasing number of workers who can be 
expected to live to retirement age and collect pen- 
sions. 

The government will feel the effect of the trend 
in the increasing number of persons reaching Social 
Security retirement age. A hard core of unemploy- 
ment among these older people is more than likely 
to develop. 

The average life expectancy of a white male at birth 
has increased seventeen years since the turn of the 
century—three years in the past decade. Similarly, 
since 1900 there has been an increase of about twenty 
years in the life expectancy of white females at birth 
—four of these years since 1940. 

One effect has been to raise the average age’ of 
the population seven years over the past half cen- 
tury. Our population has historically been growing 
older. In the nineteenth century, we were a nation 
of predominantly young people. Relatively high birth 
and death rates and a continuous inflow of young im- 


1Median age—the age above and below which there are an equal 
number of persons. 


migrants maintained the average age of the popula- 
tion at a low level. A number of factors then com- 
bined to age the population. Birth rates declined to 
the accompaniment of a rise in industrialization and 
in real national income per capita.1_ These trends 
were accelerated by a decline in net immigration (im- 
migrants were both young and fertile) and a steady 
shift of the population from the rural areas of high 
birth to urban areas. At the other extreme, advances 
in medical science have, over time, increased the aver- 
age life span of the population, thus adding to the 
number of aged. 


TRENDS IN MORTALITY 


Interestingly, once a man gets beyond mid-life, his 
chances of living to a hundred are no better than they 
were a generation ago. What is happening is that 
more people are living to the older ages. To illus- 
trate, the white male at birth half a century ago could 
look forward to an average life span of forty-eight 
years. At age thirty, he could look forward to living 
to sixty-five; and if he had reached the ripe old age 
of sixty he could look forward to living another 
fourteen years. 

The white male born in 1948, on the other hand, 
can look forward to. an average life span of sixty- 
five years, an average increase of seventeen years. A 
man aged thirty in 1948 can look forward to probably 
seeing his seventieth birthday—a lengthening of his 
life span of five years over the half century. But a 
man who had reached his sixtieth birthday in 1948 
can now look forward to another fifteen years—an 
increase in longevity of only one year since 1900. 

What are the reasons? It is that science has so far 
launched its most successful attacks against the dis- 
eases which are peculiar to, or most prevalent in, child- 
hood and young adulthood. Infant mortality has been 
reduced two thirds in three decades. Mortality from 
premature birth has been halved in the same period. 
Deaths from the principal communicable diseases 
of childhood (measles, scarlet fever, whooping cough, 
and diphtheria) have been dramatically reduced from 
65.3 to about 2.0 per 100,000 since the turn of the 
century. 

All this progress has added seventeen to twenty 
years to the white child’s expected life and about 
twenty-five years to the average colored child’s life. 
Similiarly, typhoid fever, tuberculosis, influenza, pneu- 
monia and childbirth take fewer lives because of the 
remarkable advances in chemotherapy, antibiotics, 
immunology, physiotherapy and radiotherapy (to 
mention but a few) which have helped many more 
people live past middle age. 

But what of the diseases of later middle and old 
age—cancer, the heart diseases, and diabetes? Science 


1See “Effects of a Booming Population,” The Business Record: 
January, 1948. 
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has obviously not fared so well here. The crude mor- 
tality rate’ of cancer is double that of 1900. The in- 
crease in this rate does not have quite the signifi- 
cance it appears on the surface to have. Several fac- 
tors have been at work to cause this rise. The popu- 
_ lation is getting older; and, since cancer is a disease of 
_ the older ages, this alone would tend to increase the 
crude death rate. In addition, cancer diagnosis has 
‘undoubtedly improved. When adjusted for the dif- 
ference in age composition of the population, the 
death rate from cancer shows a rise of 52% (instead 
of the almost 100%) from 1900 to 1945. Recent data, 
in addition, indicate a decline from 1936 to 1945 in 
_each color-sex group except nonwhite males. 

Mortality rates from the cardiovascular group of 
diseases, which may roughly be called heart diseases, 
have also doubled since the beginning of the century. 
Adjusted for aging, however, the rate is shown to 
have actually declined over the past three decades. 
The case of diabetes shows somewhat the same char- 
acteristics. 

Variations in mortality are, of course, very great. 
They vary from country to country, from race to 
race, sex to sex, and class to class. On an international 
basis, the United States, Canada, Australia, New Zea- 
land and some of Western Europe fall within the 
group of nations with relatively low mortality rates, 
while areas like the Far East (and to a lesser degree, 
South and Central America) fall at the other extreme. 


AGE AND MORTALITY 


There is a close relationship between age and the 
mortality rate. The death rate is extremely high 
during infancy, especially during the first few days 
of life. The expectation of death then declines rapidly 
for two or three years and continues to fall gradually 


1The crude rate is the number of deaths reported from cancer 
related to the total population. 
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through the first decade of life. The mortality rate is 
at its lowest point between the ages of about ten and 
fifteen. The trend is then upward, until, after the age 
of seventy, the rates soar to levels well above those 
of even infancy. 

The life expectancy of colored persons is distinctly 
less than that of white. While the difference has been 
narrowing over time, it is still appreciable. In 1900, 
for example, the white male at birth could expect to 
live to forty-eight, the colored male to only thirty- 
three. In 1948, this had been narrowed down to sixty- 
five and fifty-eight, respectively—a seven-year dif- 
ferential. 

Data have indicated that married persons have a 
longer life span, on the average, than do single, 
widowed or divorced persons. This can be partly 
explained by the fact that persons with serious chronic 
ailments or physical impairment tend to avoid mar- 
riage. Occupation has also been found to have some 
bearing on the life span. 

Early in the century, the life expectancy of the in- 
dustrial population! was significantly lower than that 
of the entire population. Over the past few decades, 
however, it has been increasing more rapidly than 
that of the entire population. In 1911-1912, this 
group experienced a disadvantage of six and one-half 
years in longevity, but by 1948 it had practically 
reached the level of the population as a whole. 

The effect of these advances in medicine has been 
to bolster the trend toward an aging population. This 
may be graphically seen in the fact that persons aged 
sixty-five and older totaled about 3 million and made 
up 4% of the population in 1900. Since then, the 
number of these persons has increased both absolutely 
and relatively. In 1949, approximately 11.3 million 
persons, or 8% of the population, it is estimated, were 


1Industrial policyholders of the Metropolitan Life Insurance 
Company. 
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sixty-five or over (see chart on page 435). Projections 
indicate a doubling of this total to more than 22 mil- 
lion by 1980. 

A similar aging has taken place in the labor force 
as well, although not so rapidly. Some 25% of the 
working population was forty-five and over in 1890. 
This group constitutes more than one third of the labor 
force today. Corporations can look forward to an 
increasing number of persons reaching retirement 
age. In addition, there has been a long-term trend 
toward earlier retirement—which means a longer time 
in retirement for a larger and larger porportion of the 
labor force. 

It has been estimated by the Bureau of Labor Sta- 
tistics that the male worker at age sixty in 1947 could 
look forward to fifteen more years of life, but only 
9.6 more years of labor force participation. He could 
look forward, therefore, to 5.4 years out of the labor 
force in retirement. In 1900, the worker at age sixty 
could look forward to only one less year of life (four- 
teen), but eleven more years in the labor force, leav- 
ing him about three years in retirement. 


ECONOMIC IMPLICATIONS 


Homes for the aged, hospitals and doctors dealing 
with diseases of the older-age groups will, of course, 
be affected. The aging and retirement of many more 
persons will mean a greater dependence upon the 
productive portion of the population of a larger and 
larger group of nonproducers. Our Social Security 
system and private relief agencies will be called upon 
to bear ever heavier burdens. 

The aging of the labor force also presents a poten- 
tial employment problem of some magnitude. Among 
the aged, even those aged sixty-five and over, employ- 
ment constitutes the most important single source of 
income. Sixty per cent of those sixty-five and over 
who had money incomes in 1948 had incomes of less 
than $1,000. Unemployment tends to be a problem in 
this age group. Duration of unemployment, it has 
been found, tends to be longer for the older worker. 


This is caused by several factors. Many companies 
arbitrarily set a limit upon the age of new employees. 
In many cases, it is felt, older persons are less adapt- 
able. In some instances it is the problem of pensions. 
Some pension schemes cost the corporation more when 


. 
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the employee enters into them at an advanced age. The ~ 


employee in many cases adds to his own unemploy- 
ability. He has worked for many years in one plant, 
building up to a fairly high rate of pay. Upon be- 
coming unemployed, he tends to seek employment at 
approximately the same rate of pay; if this employ- 
ment is hard to find, it often takes him quite a period 
of time until he readjusts his demands downward. In 
any event, a decline in the rate of economic activity 
is likely to precipitate a problem area here. 


SCIENCE OF GERIATRICS 


There is still much to be done in the way of length- 
ening the life span. It has been estimated’ that the 
complete elimination of cancer would automatically 
add one and one-half years to two years to the life 
span of white persons, and much less to the life 


span of colored persons. The diseases of the heart — 


probably cannot be altogether eliminated since they 
are an automatic concomitant of the degenerative pro- 
cess of aging. The calculation, however, that the com- 


plete elimination of these diseases would add some- — 


thing like ten years to the life span indicates what 
great progress can be made in this area. 

Gains have been impressive in the past decade and 
further gains are to be expected. There is much room 
for improvement merely in bringing the substandard 
sections of our population up to the level of the best 
existing mortality rates. The new developments in 


medical science may be expected to add many years 


to the average life span of man in the future. 
JOSEPH S, ZEISEL 
Division of Business Economics 


1By Louis I. Dublin, Alfred J. Lotka, and Mortimer Spiegelman 
“Length of Life,” The Ronald Press, New York, 1949, pp. 94-98. 
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NO-STRIKE STRIKES 


Two methods proposed to end wasteful production stoppages 


and still continue without loss of production has 

fascinated theorists for many years. Twice in 
the last two years serious students have advanced 
plans for strikeless strikes. The need to keep plant 
facilities operating without interruption as a result of 
the defense emergency invites an examination of the 
practicality and appropriateness of such plans. 


Tx possibility of retaining the right to strike 


FUNCTION OF A STRIKE 


The function of the strike or lockout is to persuade 
or coerce the parties to compromise their positions 
sufficiently to bring about an agreement between 
them. No strike lasts forever. Loss of income to 
the workers and loss of business to the employer 
brings about a recognition to one or both parties 
that concessions must be made if a new collective 
agreement is to be consummated. Otherwise, the 
strike destroys the union or the company, or both. 
In the last analysis, it is the economic losses inherent 
in a prospective or actual strike or lockout that wrest 
concessions from union and management to bring 
about an agreement. 

But arbitration by economic power cannot be per- 
mitted to occur in two situations. The first involves 
certain essential industries, such as electric light and 
power and gas and water, in which a strike creates 
a public emergency—since the parties can hold out 
longer than the general public. Hence a strike in an 
essential industry results in primary pressure being 
put upon the government to intervene and even to 
determine the terms and conditions upon which the 
stoppage is ended. 

The second situation in which the strike and lock- 
out cannot play their traditional persuasive or co- 
ercive role occurs when the defense of the country is at 
stake. Industries engaged in defense work become es- 
sential industries in which the government cannot 
permit the parties to battle out their differences. And 
in time of war nearly all industry is affected with the 
public interest, at least to a degree that rules out 
strikes. 


WHY NOT ARBITRATION 


These facts, by themselves, do not call for anything 
new or radical. A dozen states already control strikes 


1George W. Taylor, “Is Compulsory Arbitration Inevitable?” 
Proceedings of First Annual Meeting, Industrial Relations Research 
Association, Cleveland, 1948, pp. 64-65. 
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in essential industries. And we have had compulsory 
arbitration under a war labor board, and that can be 
done again. 

To this, the promotors of strikeless strike plans 
might reply that compulsory arbitration takes the set- 
tlement out of the hands of the parties and gives a 
third party the right to impose terms and conditions 
upon the employer and the union. It also, they would 
say, withdraws the inducement to agree. 

No matter how unreasonable they may be, labor 
and management know that under compulsory arbitra- 
tion, the differences will be arbitrated and the losses 
resulting from a strike will no longer occur. Instead 
of making concessions, arbitration induces parties to 
ask everything, since the arbitrators might make a 
compromise award and grant an issue that could not 
otherwise be gained. “Demands that customarily 
‘wash out’ in negotiations are carefully preserved for 
submission to the Board. Why not? There is every- 
thing to gain and nothing to lose by trying to get one’s 
unusual demands approved without cost.’ 

The aim of strikeless strike plans is to provide a 
substitute for a strike or lockout that will permit the 
parties to make the final settlement themselves and 
still provide penalties comparable to a strike for not 
settling, so that the persuasive or coercive function 
of the strike is retained. This is a large order. A 
summary of two strikeless strike plans will show how 
the authors of such plans attempt to fulfill their pur- 
pose. 


THE “STATUTORY STRIKE” — 


In the spring of 1949, LeRoy Marceau, a member 
of the Louisiana Labor Mediation Board, and Rich- 
ard A. Musgrave, professor of economics at the Uni- 
versity of Michigan, proposed a substitute for strikes 
in essential industries. Briefly, their plan provided 
that under certain circumstances, a union could 
declare a “statutory strike.”? This would mean the 
company would be forced to continue making work 
available and the union members would continue stay- 
ing on the job. However, the company would pay 
wages “at a rate so high that the company would 
stand in the same profit and loss position in which it 
would have stood had the work stoppage gone ahead, 

1Taylor, op. cit., pp. 64-65, 

?LeRoy Marceau and Richard A. Musgrave, “Strikes in Essential 


Industries: A Way Out,” Harvard Business Review, May, 1949, 
pp. 286-292. 
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and the workers would receive a rate so low that in 
actual fact, they would be under the same economic 
pressure that a strike would exert.’”? 

Marceau and Musgrave would have the difference 
between what the company paid out and what the 
workers received deposited in a public trust fund. 
The precise level of the two rates would be determined 
by a federal court or a special labor court created for 
that specific purpose. 

Although the authors saw great difficulties in com- 
puting what the company’s contribution to the public 
trust fund should be, they felt it was manageable. 
As for the wages received during the statutory strike, 
they proposed that it be a fraction of the regular wage, 
but sufficient to keep the men on the job so that they 
would not quit individually and seek jobs elsewhere. 

The authors proposed that the statutory strike be 
limited to industries in which a serious danger to 
public health and safety would be involved if an ac- 
tual stoppage occurred. They preferred to leave the 
definition of an essential industry flexible, with the 
decision up to the President. 

As to the use of the trust-fund receipts, the authors 
proposed that they could be paid into the United 
States Treasury, used to finance special public services, 
or that the parties themselves could be permitted to 
agree to the disposition of the funds. Mr. Marceau 
thought it might be a good idea to use the trust funds 
to make retroactive, to the start of the statutory 
strike, the wage rates agreed upon in the financial 
settlement. Differing with his co-author, however, 
Mr. Musgrave thought this would nullify nearly all 
the statutory-strike loss to the company, whereas 
the workers would suffer serious economic loss dur- 
ing the statutory strike which retroactive payments 
could not recoup. 

Marceau and Musgrave considered certain objec- 
tions to their plan. They had some doubts, for ex- 
ample, as to its constitutionality. They were not, 
however, seriously worried about securing compli- 
ance from labor and management. They did admit 
that the possibility of a statutory strike might be- 
come so attractive that “men who might not stop 
work under any other circumstances might be willing 
to precipitate a statutory strike.”? 

The authors also admitted the possibility that a 
statutory strike might be less costly to the parties 
than an actual strike and, therefore, it might last 
much longer. Finally, they felt their plan might be 
opposed on the ground that it was too “rational” to 
deal with such an emotional problem as a strike. 

Despite all these objections, the authors felt that 
they had a workable plan that deserved serious con- 


sideration. In the spring of 1949 when it was intro- 
duced, however, both the international and the labor 
Ubid., p. 287. 
*Tbid., p. 291. 


situations were relatively peaceful. Therefore, it is 
not surprising to note that the Marceau-Musgrave ~ 
statutory strike did not arouse discussion. 


THE “NONSTOPPAGE STRIKE”’ 


George W. Goble, professor of law at the University 
of Illinois, has come up with another alternative to 
the traditional strike or lockout that he entitles the 
“nonstoppage strike.”! He would amend the National 
Labor Relations Act to provide that when an unsettled 
labor dispute existed, either labor or management 
could apply to the National Labor Relations Board 
for a nonstoppage strike order. 

After ascertaining that there was a bona fide dis- 
pute and after determining the approximate current 
net earnings of the company, the NLRB would order 
the company to turn over to it a prorated part of its 
earnings. At the same time, all wages and salaries 
of all employees of the company, from the president on 
down, including all representatives of management as 
well as all laborers represented by the union, would 
be reduced 25%, and likewise turned over to the 
Board. No dividends and no additions to a com- 
pany’s surplus and no strike benefits by either labor 
or management would be permitted. 

The plant would stay in operation and the parties 
would be required to bargain collectively until agree- 
ment was reached. If no agreement were attained 
within ninety days, the funds turned over to the 
NLRB would be forfeited to the United States Gov- 
ernment. The same procedure would then be repeated 
for as many ninety-day periods as would be necessary 
until an agreement was finally effected. When an 
agreement was reached, the nonforfeited funds then 
held by the NLRB would be released, and the non- 
forfeited wages and salaries apportioned among the 
employees from whom they had been taken. 

Mr. Goble would make it an unfair labor practice 
for a company to attempt to alter its accounting 
practices or its labor forces or make other changes 
that would not have been done during the ordinary 
course of business while a nonstoppage strike was in 
progress. Likewise, labor would be forbidden to slow 
down or otherwise interfere with production during 
the controversy. 

Like Messrs. Marceau and Musgrave; Mr. Goble 
has attempted to consider the pros and cons of his 
plan and comes to the conclusion that it would be 
workable, especially since it has the value of being 
purely voluntary. Whether 75% of full wages is too 
much or too little to give labor during a nonstoppage 
strike is, of course, a matter for debate. It does seem 
less of a penalty than that which would be imposed 
upon management. Mr. Goble himself thinks that 

1George W. Goble, “The Non-Stoppage Strike,” Current Economic 


Comment (University of Illinois, College of Commerce and Business 
Administration), August, 1950, pp. 3-11. 
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his plan would be especially effective against corpo- 
_Tations in that it involves losses to the operating 
_ management as well as to stockholders. 


Since Mr. Goble’s proposal was published just re- 


_ cently, it has had the advantage of timeliness not en- 


_ joyed by the Marceau-Musgrave plan. 


In view of 


- the talk of a possible no-strike pledge, it is not sur- 
_ prising that the Goble plan has received publicity in 
_a Washington labor report and in the official paper 
of the International Brotherhood of Paper Makers, 


AFL. Under the title of “Prof Makes Non-Stoppage 


_ Flight into Strike Theories,” The Paper Maker sum- 


marizes without comment the Goble proposal on the 


_ first page of its September, 1950, issue and invites re- 
action from its members and from management on 
the “provocative” proposal. 


Hersert R. Norturup 
Division of Business Economics 


Longer Factory Work Week 


OURS worked by production employees in 
August averaged the longest for any month 
since the end of 1947. 

Besides establishing overtime schedules to expedite 
defense orders, many plants canceled, postponed or 
shortened the summer vacations of their factory 
forces so that essential output would not be delayed. 
Consequently, a longer work week was recorded in 
eight out of ten hard-goods industries surveyed by 
the Bureau of Labor Statistics. A general lengthen- 
ing of work schedules among the nondurable goods 
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groups also occurred, as seasonal factors became in- 
creasingly important in such industries as textiles, 
apparel and leather. 


LITTLE CHANGE IN EARNINGS 


Despite the longer hours, the added income derived 
from overtime payments was not reflected in the 
over-all earnings level for August. The factor here was 
the hundreds of thousands of new workers who en- 
tered manufacturing industries that month. Their 
starting rates, of course, tended to counteract any 
rises in the prevailing average. 

So the increase in hourly rates amounted to only 
1/10th of a cent over the month. This rise neverthe- 
less brought the level for all manufacturing industries 
combined to the highest point ever recorded by the 
Bureau of Labor Statistics. The August rate averaged 
$1.463 an hour, approximately 42 cents above the war- 
time high of January, 1945, and 6.4 cents above the 
year-previous level. 

Defense activities gained momentum in August, and 
employment increased. The number added to pay- 
rolls since July was 593,000, according to BLS esti- 
mates. The resulting total was 12,733,000 production 
workers—a 21-month high record for the series. 

Labor turnover activities for August reflected these 
newly created job openings as well as increasingly 
important interplant, interindustry and interarea 
shifts. In the period from July to August, for ex- 
ample, separations increased from 29 to 43 per 1,000 
workers and quits advanced from 18 to 30 per 1,000 
workers. The accession rate simultaneously rose to 
the highest point recorded since October, 1946. 


Exuizasetu M. CasELui 
Statistical Division 


INDUSTRIAL EARNINGS, HOURS AND PAYROLLS! 


All Manufacturing Industries 


Durable Goods 


Nondurable Goods 


Date ee = era Average Average Avera Avera Aver: 

ayerage Woe ly Weeks say Mase eos Weekly Weekly Boe Weekly Weekly 

Earnings Earnings Hours Earnings Earnings Hours Earnings Earnings Hours 

N9AS July. soto... $1.408 $54.63 $1.477 $57.31 $8.8 $1.332 $51.55 38.7 

Augusta: Ven os 1.399 54.70 1.473 57.89 39.3 1.319 51.31 38.9 

September........ 1.407 55.72 1.482 58.69 39.6 1.328 52.59 39.6 

October.......... 1.392 55.26 58.17 39.9 1.325 52.47 39.6 

November........ 1.392 54.43 56.82 89.0 1.325 52.07 39.3 

December........ 1.408 56.04 59.19 40.1 1.334 52.69 $9.5 

1950 January.......... 1.418 56.29 59.40 40.0 1.343 52.91 39.4 

February......... 1.420 56.37 59.47 40.1 1.350 53.06 39.3 

Mareh.jo..5.5.>. 1.424 56.53 59 .'74 40.2 1.353 53.04 39.2 

ADT il seni ocists sco 1.434 56.93 61.01 40.7 1.355 52.17 38.5 

Mays mi sc ete. 1.442 57.547 61.57r 40.8r 1.358 52.83 88.9 
PUNEs eee siaiaieieia: o's 1.453r 58.'70r 62.907r 41.3 1.364r 53. 74r 39 .4r 

JT 50 Stee ere nte 1.462 59.21 63.05 41.1 1.373 54.65 39.8 

Augustp......... 1.463 60.28 64.09 41.7 1.374 55.78 40.6 

pPreliminary estimate. rRevised. 1Production and Nonsupervisory Workers 


Source: Bureau of Labor Statistics 


BUSINESS RECORD 


440 


Most Large Industrial States Have Minimum Wage Laws : 
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®MALE MINORS NOT COVERED 


Source: United States Women’s Bureau 
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State Minimum Wage Laws in Action 


TATE minimum-wage laws are considerably 
older and often more far-reaching than the 
better publicized federal Wage and Hour Act. 

Since the end of World War II, most of the twenty- 
six states and territories that have minimum rates 
in effect have been active in increasing these rates and 
extending them to new occupations... The boost 
in the federal rate early this year to 75 cents an hour 
has given impetus to this movement. 

State laws are the only statutory protection for 
workers in relatively low-paying intrastate industries 
such as laundries, retail stores, and restaurants. Al- 
though rates today are as high as, or higher than, the 


1See map for states with rates in effect. In addition, the District 
of Columbia, Alaska, Hawaii, and Puerto Rico also have effective 
minimum wage laws. These four jurisdictions will be referred to as 
“states” in the remainder of this article. 


federal rate in only two states, state laws go beyond 
the federal law in certain respects. Some, for example, 
guarantee a weekly minimum pay check rather than 
just an hourly rate. Others provide minimum daily 
rates and split-shift bonuses. 


PROCEDURE FOR SETTING RATES 


Laws in Arkansas, Nevada, South Dakota, Alaska, 
and Hawaii, like the federal act, state the minimum 
rate. Most other states provide for the machinery by 
which administrative agencies establish the rates. 
Massachusetts, New Hampshire, and Puerto Rico 
combine the two methods. Laws that provide for ad- 
ministratively set minimums are described as flexible; 
those that have statutory rates as inflexible. 

In states with flexible laws, the function of deter- 


THE CONFERENCE BOARD 


mining a wage rate usually is delegated by the ad- 
ministrative agency to a conference or wage board 
comprising representatives of the public, and the em- 
ployers and employees in the industry. However, in 
a few states, the administrative agency may fix the 
tates without preliminary recommendation from an 
advisory body.1 

_ In general, the procedure under laws of the wage- 
board type for establishing minimum-wage rates in 
an occupation involves the following steps: (1) survey 
of the occupation by the administrative agency to 
ascertain whether a substantial number of women 
and minors are paid “oppressive” or “unreasonable” 
wages; (2) appointment of a wage board; (3) trans- 
mission of the wage board’s recommendations to the 
administrative agency; (4) public hearings; and (5) 
issuance of the wage order. 

A wage order may be revised on the labor com- 
missioner’s initiative, or on petition of citizens in 
the state. The procedure for revising it is usually 
the same as for issuance of the original order. 


COVERAGE OF STATE LAWS 


Potential coverage of state minimum-wage laws is 
broad. Virtually all industries come under the laws, 
with agriculture and domestic service the most fre- 
quent exceptions. Actual coverage is much narrower 
as most laws are effective only after wage orders are 
issued. 

Minimum wages in states with flexible laws are 
generally determined for each industry separately. But 
Kentucky, Minnesota and Wisconsin have issued 
blanket orders intended to apply, with specified ex- 
ceptions, to all industries in the state. Each of these 
states, however, subsequently issued separate orders 
for certain industries. Of the eight states with statu- 
tory rates, Arkansas and South Dakota enumerate the 
industries covered, while Massachusetts, Nevada, New 
Hampshire, Alaska, Hawaii and Puerto Rico provide 
general coverage with some exceptions. Massachu- 
setts, New Hampshire and Puerto Rico also use the 
wage-board procedure to fix minimum rates in spe- 
cific industries. 

About 160 wage orders are in effect at the present 
time in the twenty-six states. The industries most 
frequently covered are laundries, dry-cleaning estab- 
lishments, retail trade, and hotels and restaurants. 
(See Table 2.) Rates in twenty states apply to manu- 
facturing industries. All manufacturing is covered 
by thirteen orders, and certain branches by twelve, 
five states having issued orders both for all manu- 
facturing and certain branches. 

Men have been given minimum-wage protection in 
seven states within the last decade. They have come 


1The Kansas law makes no provision for an advisory body. In 
Colorado and Minnesota, the commissions may either use an advisory 
board or issue orders themselves. Wisconsin’s commission works 
with the wage board in determining the minimum rate. 
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in via the back door, coverage having been extended 
to them chiefly to prevent employers from replacing 
women and minors with men who might be willing 
to accept less than the minimum wage. Only in 
Massachusetts, New Hampshire, and Hawaii, where 
rates are fixed in the law, is coverage of men com- 
plete. In Connecticut, New York, and Rhode Island, 
men are covered just in the occupations where a rate 
has been fixed for women and minors. If they work 
in low-wage industries that do not employ a large pro- 
portion of women, they are without minimum-wage 
protection. The situation in Puerto Rico is unique; 
men receive equal protection with women under the 
1941 flexible law, but are not covered by the 1919 
statutory rate. 


RECENT STANDARDS 


All but a few of the seventy-odd wage orders issued 
since the end of World War II exceed the old federal 
minimum-wage standard of 40 cents, but only wage 
orders in the District of Columbia and Connecticut 
have minimums as high as, or higher than, the present 
75-cent federal rate. Recent orders fall most often 


1The laws provide that wage boards are to be appointed only for 
occupations in which the administrator is convinced a substantial 
number of women and minors are being paid unreasonable or oppres- 
sive wages. 

*This includes the mercantile order in Connecticut which would 
increase the minimum to 75¢ on November 1. A case to stay this 


Table 1: State Cost-of-Living Budgets for Single 
Working Women 


Annual Cost of Budget 
State Date of Heicing Commod- Savings 
Total ities Taxes | and Pri- 
and vate In- 
Services surance 
ATIZOnaL swe: April, 1948 | $1,953 | $1,684 $221 $49 
Colorado........ Jan., 1949 1,813 | 1,581 198 34 
Connecticut..... Mar., 1949 1,867 | 1,610 198 59 
Dist. of Columbia} May, 1949 1,870 1,476 207 187 
Kentucky....... Feb., 1949 1,992a| 1,73la| 233 28 
Massachusetts. . . |Sept.-Oct., 1946] 1,5166| 1,336 1806 ae 
New Jersey...... Dec., 1946 2,163 | 1,747 318 97 
New York....... Jan., 1950 2,038 | 1,556 951 231 
Pennsylvania....| Nov., 1949 2121) 1,777 249 95 
Utaheaeeetes Sept., 1947 2,032 7,513 290 229 
Washington..... May, 1949 2,231 | 1,881 300 50 


Source: United States Women’s Bureau and State Departments of 
Labor. 


Note: All budgets describe a woman living alone in a furnished room or boarding- 
house except for New York where she is a person living as a member of a family, 
group to which she contributes her share of family expenses; and for Massachusetts 
where the budget is for a working person and covers the needs of a single man as 
well as a single woman. hs Uh 

The figures shown here represent the original pricing by the state agency for 
Connecticut, Massachusetts and New York; revised estimates by the state of a budget 
priced at an earlier date for New Jersey and Utah; and revised estimates by the 
‘Women’s Bureau of a budget priced at an earlier date for Arizona, Colorado, District 
of Columbia, Kentucky, Pennsylvania and Washington. If taxes and/or insurance 
and savings were omitted from the original budget in this last list of states, they have 
been added by the Women’s Bureau with the approval of the state agency. This is 
also true of the New Jersey budget. . . / 

There are too many variables in the data to permit strict comparison of the budget 
of one state with that of another. See ““Working Women’s Budgets in Twelve States,” 
Women’s Bureau Bulletin No. 226, and subsequent mimeographed releases for detailed 
descriptions of the data. } ; 

aThe figures shown are for a woman eating her meals in restaurants. For a woman 
who lives and eats in a boardinghouse, the total budget is $1,839, and commodities 
and services $1,607. 3 : 

bTaxes not provided in the official figure, but estimated by the Women’s Bureau. 
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in the 60-cent to 69-cent range, with the 50-cent to 
59-cent range running a close second. Of the two 
states that enacted statutory rates after 1945, Massa- 
chusetts chose 65 cents as its minimum and New 
Hampshire 50 cents. 


State minimum-wage orders contain many wage 
provisions in addition to wage rates and often give 
the worker greater protection than the federal law. 
Some orders establish the basic minimum wage rate 
on a weekly rather than hourly basis. This guar- 
antees a full week’s pay to workers who have worked 
order is presently pending in court. Recent orders increasing the 


minimum rates for hotels and/or restaurants have been stayed by 
court order in Connecticut, Kentucky and Rhode Island. 


beyond a specified minimum number of hours but 
who may not have had the opportunity to work the 
maximum specified. Examples of such provisions are 
the District of Columbia order for office and miscel- 
laneous occupations which requires payment of $31 
for work ranging from 32 hours to 40 hours a week, 
and the New York retail order providing a minimum 
of $21 for a work week of over thirty to forty hours. 

Many orders specify the minimum amount payable 
to an employee on any day that he is called to work 
by the employer. This is customarily stated either 
as a specified number of hours’ pay (usually three or 
four) at either the minimum or regular rate, or a spe- 
cified over-all amount. 


Table 2: Check List of Industries or Occupations Covered by State Minimum 
Wage Rates, July 1, 1950: 


Manufacturing? 


Hotels 


State Dry | Mercan- | and Res- 
Certain | Laun- | Cleaning] tile or | taurants 
All Branches} dries and Retail | or Public 


Beauty and Pro- and and 
Culture | fessional Recre- Tele- 


Nonmanufacturing 


Maske Amuse- ele Hospi 
ment phone Packing | Trans- ospitals Agricul- | Miscel. 


portation Nurses) ture laneous 


Dyeing | Trade padre re ation graph 
Total number........ 13 12 26 22 23 24 19 12 11 9 12 8 9 5 6 
IATIZONA See borer ok fone A x xX xX sap Hck ae : 
Arkansas®........... x ore x xX ».¢ x x x x Xa x x x 
California........... x Xb x x »:« x x x Xe us: Xe x 
Colorado.........--- xX ae x Dx x ae - 
Connecticut......... ee x xX x Xd xX rie 
District of Columbia.| X Mig x x x x x x a 
Mlinoisy Cat eee cee ae Xf x ae eke ar x ae hs Xe 
Kentucky........... x aes xX x x x x x xe x x = 
Massachusetts’....... hex Xg x ».« x x »:¢ ».« x eek Xh 
Minnesota........... x Xi x x x x x ».« x x x x x 
Nevada’... -sccee «cle x ae x xX x x xX xX Bx ».« x x x xX 
New Hampshire’... .. ints Xj xX ».« ».¢« Xd x ee 
New Jersey.......... at Xk x xX ».« Xd x 
New Mork.) 2. .c2nr ae Xl x x xX x x 4 : F 
North Dakota....... x ae xX »:« x xX one Xm 
Ohiggees 5 4ccneeenen ae x x vas xs x Sie bas ere an ign Aaa 
Oregons st jects xX Xn x x x x xX x oie xX Xo OE x ae Xp 
Pennsylvania........ ahs Ae x ae ee Xd ee, a 
Rhode Island........ ime Xq x x x ».« ae 3 
South Dakota’....... x Hee x ee xX X »:« . 
Uta ssccecnk eee coe a: ee x x x xX ie he ae oa 
Washington.......... x Xr x x x de x x x x . Xo oe He = 
Wisconsin........... xX Xs x xX x x axe xX x x x x x x Xt 
Alaskatsd.nect cts sree x x x x x x x x xX x x: x x Xt 
Hawait®scaee aes aciaee x x x aXe x x x x x x x OS x aa 
Puerto Rico......... Xu DXS x x x Aer xX Xo x x x Xw 


1Law applies to women and minors, except that in Connecticut, Massachusetts, 
New Hampshire, New York, Rhode Island, Hawaii and Puerto Rico it applies also 
to men; and in Arkansas, Nevada and South Dakota, to women and girls only. 

2Altogether, twenty jurisdictions have established minimum wages for manu- 
facturing industries, of which eight cover all manufacturing, seven certain branches, 
and five both all manufacturing and certain branches, usually canning. 

8Minimum wages are specified in the laws. In Massachusetts and New Hamp- 
shire, wage board procedure is also operative; the statutory minimum rate applies 
to occupations within the coverage of the law for which no specific wage has been 
established by a wage board. 

aWith exceptions. j 

bCanning and preserving. 
cEgg, poultry, dairy, fruit, vegetable. 
dOrder covers restaurants only. : \ 

eThe term “miscellaneous occupations” in this order includes all occupations 
covered by the law but not by an individual minimum wage order. 

fWash dresses; confectionery; macaroni, spaghetti, and noodles. g 

gBoot and shoe cut stock and findings; corsets; knit goods; men’s clothing and 
raincoats; men’s furnishings; millinery; women’s clothing; women’s and children’s 
underwear, neckwear, and cotton garments; canning and food preparations; candy; 
jewelry; bread and bakery products; brushes; druggists’ preparations, etc.; electrical 


Source: United States Women’s Bureau 


Sees gc and supplies; paper boxes; pocketbooks and leather goods; stationery 
goods and envelopes; toys, games and sporting goods. 
hBuilding service occupations. 
iNeedlecraft. | 
gClothing and accessories; hosiery and knit goods. 
kWearing apparel and allied occupations; light manufacturing. 
lConfectionery. 
mOrder covers telephone industry only. 
nCanning, dehydrating, and barreling. : 
oFruit and vegetable. } it 
pPersonal service; cherry stemming and pitting; nut processing, cracking, bleach- 1 
ing, grading, and packing. f { 
qWearing apparel and allied industries; jewelry. 
rFruit, vegetable, fish, and other canning. 7 
sCanning or first processing of perishable fresh fruits and vegetables. 
tDomestic service. 
uBakeries and pastry shops; leaf tobacco; sugar; beer and carbonated drinks; 
construction; furniture and wood products. ‘ 
vLeaf tobacco. 
wQuarrying. 
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Wage orders often call for a bonus for working a 
split shift, and some establish different minimum rates 
_ for the same occupation according to the size of the 
community. 


OVERTIME PAY 


States generally have separate laws dealing with 
_ maximum hours of work for women. However, over- 
_ time pay is provided under many minimum wage 
orders, although it is handled quite differently from 
the way in which the Wage and Hour Act treats it. 
The federal provision puts no ceiling on hours but 
requires payment of an overtime premium of one 
and one-half times the regular rate for work exceed- 
ing forty hours a week. State hours limitations are 
usually expressed in terms of an absolute prohibition 
of work by women and minors beyond a specified 
number of hours a day or week. 


This number varies considerably among the states. 
Half the states set eight hours a day and/or forty- 
eight hours a week as the maximum. The others per- 
mit longer work periods. Overtime pay sometimes is 
decreed for work beyond the number of hours nor- 
mally considered desirable in an industry but not 
exceeding the maximum number of hours permitted 
by law. Thus the New Jersey retail order establishes 
a basic minimum wage rate of 60 cents an hour ap- 
plicable to work up to and including forty hours, and 
90 cents an hour beyond that up to the legal limit of 
fifty-four hours a week. 


LIVING-COST BUDGETS 


What it costs a woman worker to support herself 
“healthfully and decently” has always been the chief 
basis for setting wage rates in minimum wage legis- 
lation and is specifically mentioned in the laws of all 
but two of the jurisdictions.? Thus throughout the 
history of minimum wages, state legislators and ad- 
ministrators have been concerned with measuring 
this sum. A device used for this purpose since 1913 
is the cost of living budget. Over the years, cost of 
living budgets have been transformed from rough 
estimates of the amounts necessary for room, board, 
and clothing to carefully developed estimates of the 
total cost of goods and services, taxes, insurance and 
savings believed to represent a minimum adequate 
standard of living. Except for Massachusetts, they 

1These are the amounts set for Zone A, which includes the more 
urban counties. Comparable rates for Zone B are 55 cents an hour 


for forty-four hours or less and 82)4 cents an hour beyond that up 
to fifty-four hours. Zone B includes the less urban counties. 
2South Dakota and Alaska, which set a statutory rate, do not state 
the basis on which the legislature acted. Neither does the 1919 
statute in Puerto Rico, but the 1941 law, which is of the flexible 
type, does. 
3A minimum adequate standard of living is defined by the United 
States Women’s Bureau as one which enables a person to maintain 
health and to have the minimum of those things that will permit con- 
formity with the set of values of the group to which he attaches. Any 
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are designed for a self-supporting woman without 
dependents. The Massachusetts budget is for a work- 
ing “person” and covers the needs of a single man or 
a single woman. 


Latest estimates of the annual cost of the budgets 
in eleven states range from $1,516 to $2,231 (See 
Table 1.) Put in terms of weekly cost, the range is 
from $29 to $43, with most of the budgets estimated 
to cost between $35 and $40 a week. Minimum wage 
rates generally have been fixed below amounts that 
would meet these costs, as considerations other than 
the cost of living have necessarily entered into the 
determinations of the wage boards. Most minimum 
wage laws instruct wage boards to take into account 
such criterions as the value of the service rendered 
and rates paid in the state for comparable work by 
employers who voluntarily maintain fair-wage stand- 
ards. 


FORTY-EIGHT YEARS OLD 


State minimum-wage legislation antedates the Fair 
Labor Standards Act by a quarter of a century. The 
pioneer minimum-wage law was enacted in 1912 in 
Massachusetts. Eight states followed suit in 1913, 
and eight more in the ensuing decade. Nebraska and 
Texas dropped out during this period, but fifteen 
minimum-wage laws were in effect in 1923? when an 
adverse court decision arrested the further spread 
of such legislation. In 1917, an evenly divided United 
States Supreme Court had sustained the decision of 
the state court upholding the constitutionality of 
the Oregon law.* Then in 1923, the same court by a 
five-to-four vote invalidated the District of Columbia 
law on the ground that it violated the constitutional 
right of freedom of contract.* 


This decision (in the Adkins case) raised questions 
as to the validity of all similar legislation and was 
followed by other adverse court opinions. Few of the 
laws kept on the statute books were strictly enforced. 
By the end of 1932, only nine of the laws remained, 
of which two were inoperative and one was in effect 
only with respect to minors.® 


appreciable deduction from the allowance of a person living on a 
minimum adequate standard, the Bureau adds, would require him 
to sacrifice some essential in order to keep up the appearance of 
meeting group standards. 


1The dates of the budget pricings vary from September-October, 
1946, to January, 1950, a period in which the consumers’ price index 
advanced considerably and then fell somewhat. In comparing one 
budget with another, or with wages, it is therefore important to keep 
in mind the date to which the budget refers. 

?Arizona, Arkansas, California, Colorado, District of Columbia, 
Kansas, Massachusetts, Minnesota, North Dakota, Oregon, Puerto. 
Rico, South Dakota, Utah, Washington and Wisconsin. 

3Stettler vs. O'Hara, 243 U. S. 629. Mr. Justice Brandeis, who had 
played an important part in the preparation of the brief for the state 
court did not take part in the decision. 

4Adkins vs. Children’s Hospital, 261 U. S. 525. 


5California, Colorado (inoperative), North Dakota, South Dakota 
(inoperative), Massachusetts, Minnesota (minors only), Oregon, 
Washington, and Wisconsin. 
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The economic depression of the Thirties revived in- 
terest in such legislation, and seven states enacted 
minimum-wage laws in 1933.1 To overcome the 
Court’s objection in the Adkins case, all the states 
except Utah adopted as the standard for setting the 
minimum the fair value of the services rendered.” 

A minimum-wage law embodying the fair-wage 
principle was adopted by Massachusetts in 1934 as a 
substitute for its 1912 law, which had been recom- 
mendatory only, and in 1936 Rhode Island also en- 
acted such legislation. But in 1936, the fair-wage 
type of law also was held to be unconstitutional by 
the Supreme Court in a five-to-four decision on a 
case involving the New York statute.’ 

The following year, however, the Court by another 
five-to-four vote reversed its whole position on mini- 
mum-wage legislation for women and. minors and held 
that the Washington law containing a cost-of-living 
standard was constitutional.’ 

This decision, in which the Court expressly over- 
tuled the findings in the Adkins case, has been called 
the most important development in minimum-wage 
history. It was followed by a spurt of minimum- 
wage activity which resulted in the enactment of new 
laws, revival of earlier laws and changes in existing 
laws. 

All the states that now have minimum-wage laws 
on their statute books had passed such legislation by 
the beginning of World War II. 


Miriam Crvic 
Division of Business Economies 
‘New *Hampshire, New York, New Jersey, Illinois, Connecticut, 
Ohio and Utah. 


*Wisconsin was the first state to adopt the value-of-service standard 
when it passed its second minimum-wage law in 1925, after its first 
law had been declared unconstitutional. 


’Morehead vs. N. Y. ex rel. Tipaldo, 298 U. S. 587. 
4West Coast Hotel vs. Parrish, 300 U. S. 379. 


A $1 for $1.65 


ODERATE-INCOME families are now spend- 
ing almost $1.65 for the same goods and serv- 
ices they bought in January, 1939, for $1. It can be 
seen by the accompanying chart that the purchasing 
value of the consumer’s dollar has decreased almost 
40 cents in little over a decade. Food costs more 
than doubled; this meant that housewives had to pay 
more than 70 cents for the amount of food previously 
bought for 33 cents. 
Each of the other five components that make up 
the consumers’ price index increased but in much 
smaller proportions. (It must be remembered that 


Living Costs in 1939 and 1950 


TOTAL 
JANUARY, 1939= 100.0 CENTS 
AUGUST, 1950=164.8 CENTS 


é AUGUST, 1950 


44.0 


1.9 
6.0 


FUEL 


SUNDRIES HOUSING CLOTHING 


FOOD 


HOUSE- 
FURNISHINGS 


Source: Tae ConrerENcE Boarp 

these figures do not take into consideration the shifts 
in buying habits as reflected by the standards of 
living.) 

Ture ConFERENCE Boarp’s consumers’ price index 
increased fractionally (0.3%) from July to August, 
1950. Food, the major cause for the recent increase in 
consumers’ prices, showed relatively no change. De- 
creases in fresh fruits and in vegetables except lettuce 
were largely responsible for keeping the index from 
rising. Major increases were in lard and coffee. Price 
rises were also noted in cereal and dairy products. 


The subsidence of scare buying and hoarding of 
food was offset to some extent by heavy buying of 
housefurnishings. The index for these items rose 3%. 
Sheets and rugs showed substantial increases, but 
practically every article in the housefurnishings com- 
ponent advanced over the month. The increase in 
fuel amounted to 1.1%. 

Men’s and women’s clothing prices rose over the 
month, bringing the combined clothing index up 0.6%. 
Higher price tags were placed on rayon dresses, nylon 
hose and wool sweaters. Women’s street shoes also 
showed slight increases, while prices of spring coats 
and rayon hose declined. The 0.5% increase in men’s 
clothing was owing to higher prices for overalls, dress 
shoes, shirts and handkerchiefs. 

Residential rents rose 0.1% between mid-July and 
mid-August. Increases were reported in five of the 
seventeen cities for which rents were surveyed. The 
greatest increase, 7.2%, was reported in Richmond, 
Virginia, where rent controls expired in June, 1950. 
The sundries index rose 0.6%, with higher cigarette, 
soap and gasoline prices. 

SuirLEY Fass 
Statistical Division 
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The Level and Value of Food Consumption in the United States and in 
European Countries, 1948-49 


Source: United Nations, Department of Economic Affairs 


Nutrients Consumed Per Person Per Day Commodities Consumed. Per Person Per Year # 
Value of 
' : i Foo: 
Redeem Corr | car | lly | tmnt | Erte | coma | rating | me | ESC] sme | SPR 
(Denmark = 
(Grammes) | (Grammes) | (Grammes) (Kilogrammes) at 
orth-western Europe 
Btieminarksens isk hbo eke bs 100 
Sob de EOE Eee ; 89 
DREENE Brit cist a dtc ie chet 81 
bis hcg Ue RP an a 89 
bbd bia slat mtersies 82 
O19) @) 6. B's) Ow ie eee ere 0,6 0 Gin eo a 6 80 
se eerwreer eee eee eee ee enenee 89 
eeveseeet eae te'd co 'ee 6 75 
M4 2 2 6 OS 6 a a8) 2 8 6 we ye.'e ©, > 86 
entral and north-eastern Europe 
DO Ne ev aind: « 2,640 ey 
eeree ee eee wees eee 69 
AE ea he 2,850 71 
Germany: Western zones?....... 2,530 56 
Soviet zones?........ 2,390 49 
“UTTER oe Sen ee ete E 
ie ee ain 2,630 57 
outhern and south-eastern Europe 
METEECOUM MRI cle st Cec sh sable 2,460 53 
ore ere eee eee ee eh hh hh Oh 55 
eweeererrese eee eee eeeeseveee 60 
=IGe SLO 6.6 & @ ©) © jee) @ is).e. 8 ate @ 56 
a6) 16) 9)'¢ © 6.0: oe, © 6.8 6 o¢! ae) we 109 
_Mndex numbers based on consumption per head valued in Swiss francs,1936/37 Including sectors of Berlin. 
rices. Average retail prices in Switzerland in 1936/37 have been applied to twelve aFigures refer to 1948 only. 
groups of commodities, including sugar, pulses, all grains, potatoes, fats and oils, bOfficial figures. 
nilk, cheese, fruits, eggs, negetables, fish and meat. The estimates refer to human cThe Food and Agriculture Organization states that the figures for 1948/49 


sonsumption of these commodities in all forms. The accuracy of the data is not uni- should be considered extremely tentative. 
form, and the margin of error is especially large in countries where the consumption dincluding milk from goats, ewes and buffaloes. 
oy farmers of their own produce is important. 


Consumers’ Price Index for Ten United States Cities, and Purchasing 
Value of the Dollar 


Index Numbers, January, 1939=100 


Weighted Clothing Fuel? House- Purchasing 
Date Average of| Food Housing! Sundries | Value of 
All Items the Dollar 
1949 September.......... 161.0 206.5 111.4 142.0 153.1 182.7 125.2 94.1 103.3 147.2 157.2 62.1 
October.......:...... 159.3 200.3a) 111.6 142.0 153.2 132.6 125.9 94.1 103.3 147.2 158.1 62.8 
November ......... 159.5 201.0 111.6 141.9 153.1 132.5 126.8 94.1 103.3 147.0 158.1 62.7 
December........... 158.4 197.8 111.6 141.6 152.8 132.2 127.2 94.1 103.3 147.3 158.0 63.1 
Annual average...... 160.5 204.0 111.5 144.8 156.3 135.1 125.6 93.7 103.2 150.2 156.5 62.3 
1950 January............ 158.4 197.66} 112.3 141.4 152.8 131.7 127.4 94.1 102.7 147.5 157.7 63.1 
February........... 157.97} 196.0 112.3 140.9 152.4 131-2 128.17 94.1 103.7r| 147.8 157.7 63.37 
Mlarchtusets. 6.3 es. hi: 158.57r| 197.7 112.3 140.7 152.1 131.1 128.47 94.2 103.7r| 147.6 157.8 63.1 
LMS E Soe ae rn 158.7r| 197.7c| 112.6 140.6 152.1 131.0 129 .4r 94,2 103.7r| 147.9 158.2 63.0r 
Misty re eres cicre's.s ss 159.8 201.4 i ee 140.7 152.2 130.9 127.0r 94.1 103.7r| 147.8 158.3 62.6 
hohe BAS Sen oes 160.9 204.3 112.7 141.2 153.6 130.7 127.0r 94.1 103.77r| 148.0 158.4 62.2 
(ULE ie 5. secede 163.17} 210.1d} 113.2 141.4 153.9 130.8 127.6r 94.2 103.7r| 148.5 158.5 61.3 
PATI SIS ere score trac he's 163.6 210.0 11372 142.2r) 154.87) 131.6r| 129.0r 94.1 103.77} 153.1 159.3 61.1 
September.......... 164.5 Vi Mela allan 144.4 156.6 134.1 129.8 94.1 103.7 156.2 159.8 60.8 
Percentage Changes 
Aug., 1950 to Sept., 1950.. | +0.6 +0.5 0 | +1.5 +1.2 +1.9 +0.6 0 0 +2.0 +0.3 -0.5 
Sept., 1949 to Sept., 1950.. | +2.2 +2.2 +1.6 +1.7 42.3 +1.1 +3.7 0 +0.4 +6.1 +1.7 =—2.1 
1Rents surveyed quarterly in individual cities, bBased on food prices for Jan. 16, 1950. eBased on food prices for September 14, 1950. 
2Includes electricity and gas. cBased on food prices for April 13, 1950, rRevised. 
aBased on food prices for October 13, 1949. dBased on food prices for July 13, 1950. 
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Economic Notes 


High Living in Malaya 


“There is no standard scale of salaries paid to the few 
Americans employed in Malaya. As a consequence of the high 
standard and cost of living, however, housing or housing 
allowance, medical expenses, and sometimes a special cost-of- 
living allowance of from 45% to 50% of the base salary are 
added to the base salary. It is not unusual throughout the 
Far East to provide representation or entertainment allow- 
ances to the manager in charge and, sometimes, to his 
assistant.” 

“The table below indicates the average monthly cost of 
living, based upon the minimum required of an American 
residing in Malaya. The average Malayan businessman or 
government official is well paid, and high living standards are 
maintained. No allowance has been made in the table for 
savings, emergency expenses, or income tax.” 


ESTIMATED MONTHLY COST OF LIVING FOR AMERICANS 
RESIDING IN THE FEDERATION OF MALAYA 


Value in United States Dollars, August, 1949 


Item Bachelor 

Dotal¢ | Fe) os ion ce ee Means ee ee $665 
Rent of dwelling, unfurnished.................. 
Food and drinks # 2¢srcek anor eee renee metas 
Room/and!boardans satis ee ee $10 
Dervantss) serves cece ee ere ee ee Sevic 
WWtalities !: 3 ea Lie er ee a eee cae peat 
Automobile running and maintenance expenses!. . 45 
Medical expenses, clothing and other household 

and personal expenses................000005 210 
Entertainment, sports, motion pictures, club dues, 

OEE Sie eS Se eek ean ike rete te) te ee 100 


Estimated on the basis that car is personally owned, relatively new, requiring 
only minor repairs, and is driven an average of 1,000 miles per month. 


Source: J International Reference Service, April, 1950, Government 
Printing office, Washington, D.C., p. 3. 


Asks Government To Keep Hands Off 


“The Rural Electrification Administration was brought 
into being for the purpose of facilitating the transmission of 
electricity into rural sections. Under the government power 
program, however, the facilitating intent has been substi- 
tuted for by a plan involving what could well be, and as- 
sumes all the aspects of, the first step in the evolution of 
governmental ownership of the generation, transmission and 
sale of electricity to the individual consumers. . 


“The Rural Electrification Administration, through its 
financing of cooperatives, has proceeded to the extent of 
using public monies supplied by the taxpayers for the build- 
ing of electric transmission lines parallel to existing privately- 
owned distribution systems. The progress of this procedure 
is such as to clearly indicate complete duplication of trans- 
mission facilities in competition that can only lead to ex- 
termination of private utility companies. Such complete 
extermination has been accomplished in the State of Ten- 


nessee and is rapidly approaching completion in the State 
of South Carolina and is making rapid progress in the State 
of Nebraska. } 

“In pursuing the above policy, the Rural Electrification 
Administration has lowered the quality of work standards 
and ignored the rights of electrical workers to bargain col- 
lectively. 

“The resulting situation is anomalous indeed. In the 
first instance, while the fundamental policies of the Federal 
Government champion the rights of labor to organize and 
bargain collectively, the administration of the Rural Elee- 
trification completely ignores these rights of labor. In the 
second instance, one branch of government is engaged in 
the prosecution of trusts and combines on the premise that 
the operation of such trusts is inimical to the commonweal. 
At the same time, a department of the government is nur- 
turing a governmental monopoly of the generation, distribu- 
tion and sale of the greatest power man has mastered for 
industrial production; home necessities and public conven- 
ience. ... : 

“Labor does not choose to have its welfare determined 
by the administrative orders of government officials, no 
matter how well intentioned they may purport to be. 

“Under fascism, nazism and communism the people work 
for the state. Under the policies inaugurated by the Rural 
Electrification Administration, those employed on electrical 
properties work for the government under the guise of co- 
operatives. It is a distinction without a difference.”—The 
Electrical Workers’ Journal, July, 1950, statement of the 
International Executive Council of the International Broth- 
erhood of Electrical Workers, AFL. | 


Nonwage Benefits in Belgium 


“The employer’s nonwage payment accruing to employees 
may conceivably total as much as 28% of wages and sala- 
ries in Belgium. About 15% is compulsory, while from 
4% to 13% is made necessary by the liabilities of employers 
under Belgian law. 

“The table below shows the premiums, expressed as a per- 
centage of salary, for each different type of insurance re- 
quired by law: 


White Collar Workers Manual Laborers 
Types of Insurance Total Employer Employes Totat Employer Employee 
Old age.......... 10.5 6.00 4.50 7.0 3.5 3.5 
Sickness-invalidity 5.0 2.25 2.75 3.5 


6 
Unemployment... 2.0 1.00 1.00 a% 
Family allowances 6.0 6.00 sates 6 
Annual vacations. .... _.... Q 


23.5 15.25 8.25 83.5 15.5 8.0 

Note: The main social security program covers al] manual labor and white collar 
employees, with the exclusion of domestic servants, the self-employed, those working 
for close relatives, municipal and government employees, miners, and sailors in the 
Merchant Marine. 

“Although occupational diseases and accidents are not 
yet included in the social security system, the employer is 
responsible for the compensation of employees who incur 
such accidents or illnesses. In general, most employers 
choose to insure their workers against these risks, the 
charges in general amounting to from 2.38% to 10.3% of 
workers’ salaries. Employers are also responsible for in- 
juries caused to a third party by one of their workers in the 
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Near Postwar Peak 


Consumers’ prices rose 0.6% from August to Sep- 
tember according to Tue ConrereNnce Boarp’s ten- 
city index. Housefurnishing prices (up 2.0%) led 
the advance for the second consecutive month. The 
all-items index is now only 1% below the all-time 
high for this series, reached in July-August, 1948. 
Food, the major component, was up 0.5%, but is still 
4.7% below the high of 221.6, which was reached in 
July, 1948. 

The Board’s index for September, 1950, stood at 
164.5; in August, 1950, it was 163.6; and a year ago 
(September, 1949) it was 161.0. Other components 
up in September were clothing (1.5%); fuel (0.6%) 
and sundries (0.3%). 

These data are based on complete reports for ten 
key cities surveyed monthly by Tae ConrrerEeNncre 
Boarp. 


derformance of his professional duties. The charges for this 
ype of insurance vary from 0.1% to 0.8% of wages, again 
epending on the risk involved in a particular industry. 
orkers injured on their way to or from work must also 
be compensated. Charges incurred by employers for this 
ype of insurance average 0.15% of wages. Employers are 
also committed to pay a sum equal to 1.5% of the salaries 
f their employees for the financing of household reequip- 
ent coupons, which are exchanged in commercial outlets 
y workers for various items of personal clothing or house- 
old furnishings.”—Source: Department of Commerce, “Liv- 
ing and Office-operating Costs in Belgium,” International 
eference Service, November, 1949, and correspondence 
ith Frederick Strauss, Chief, European Branch, Office 
of International Trade, Department of Commerce. 


Cities as Employers 
“The 16,220 municipalities in the United States account 
for one fifth of all public employment and pay rolls, ac- 
cording to a recent Census Bureau report on ‘City Em- 
ployment in 1949.’ Cities employ more than one half as 
many persons as the Federal Government, and somewhat 
more than the state governments. 

‘Municipal employees numbered 1,281,000 in October, 
1949, and city pay rolls for the month totaled $277 million. 
The Census report indicates that these figures show a con- 
tinuation of the postwar growth of city government employ- 
ment. There were 3% more city employees in October, 
1949, than in October, 1948, and pay rolls increased 4% in 
the same period.”—Bulletin of Commerce, United States 
Department of Commerce Field Service, June 5, 1950. 


British Investment in Latin America 
“Tt may be stated at the outset that there had not been 
any marked decline in the net earnings of British capital 
in Latin America since 1939. The net income from this 
investment in 1948 was £18,536,620. It was £19,010,329 in 
1939. The difference is only £437,709! 
“A decided decline in the nominal value of the aggregate 


BUSINESS RECORD 


447 


investment had occurred, but the average yield had im- 
proved, rising from 1.6% in 1939 to 2.9% in 1948. Nearly 
62% of the total British investment in Latin America yield- 
ed no return in 1939; the capital earning no income was less 
than 40% in 1948. The total investment had been con- 
siderably reduced, but there had been more than a corres- 
ponding shrinkage in the sour part of it. The Latin- 
American segment of the British overseas investment had 
not been washed out. It had been pared down by expro- 
priations, redemptions, liquidations, purchases, various other 
means, but the net yield on what remained had gone up, 
especially the returns on shipping, banking, mining, petrol- 
eum, and various miscellaneous enterprises. ’—Source: “Brit- 
ish Income from Latin-American Investments, 1939 and 
1948,” J. Fred Rippy, The Journal of Business, April 1950, 
p. 110. 


Soviet War Power 


“Tt is estimated that nearly 30% of the Soviet Union’s 
total national income (not budget) goes to the armed forces 
and other defense-supporting activities. In 1950, the United 
States’ expenditure for the Armed Forces was only 6% of 
the total national income. 

“The Soviet percentage provides for and includes very 
large-scale production and stock piling of war material as 
well as forced mobilization of peoples, thus amounting to 
nearly complete diversion of industry to military produc- 
tion and the maintenance of approximately 4.5 million men 
in the armed forces, despite their serious labor shortages. 

“An estimate of expenditures during the fiscal year 1950 
indicates that approximately one third of United States 
military expenditures was for the pay of Armed Forces 
personnel. The U.S.S.R. is believed to spend approximately 
7% to 10% for pay, thus leaving a substantial amount to 
spend on weapons, research, development, etc. It is re- 
ported that the U.S.S.R. maintains a sizable force of home- 
guard divisions constantly under arms on a voluntary (no 
pay) status. This tends to augment the Soviet strength 
greatly and at the same time reduces military costs.”— 
Source: Supplemental Appropriations for 1951, Hearings 
before the Committee on Appropriations, United States 
Senate, Eighty-first Congress, second session, p. 73. 


Omniscience 


“In spite of confident predictions of collapse after the 
war, business conditions in Canada have continued buoyant. 
The difficulty in absorbing demobilized troops did not ap- 
pear, and the predicted volume of unemployment was a 
fantastic overestimate of what actually occurred. All this 
seemed too good to be true; and confident forecasts of dis- 
aster appeared about every six months. For example, in 
1947, after confident predictions of a slump by midyear, 
the prophets had to explain a rise in almost every index 
purporting to measure business activity. At length, even 
the confidence of the forecasters disappeared. Let me cite 
one example: in mid-1947 one newsletter, peering the usual 
six months ahead to early 1948, said: Either by that time, a 
new turn upward will be occurring in the spiral of wages- 
prices, or the turn will be down.’—Source: Address by 
Donald B. Marsh, before Ontario Wholesale Farm Equip- 
ment Association, June 21, 1950. 


Selected Business Indicators 
(Annual statistics appear in “The Economic Almanac 1950,” pages 38, 39) 


1950 Percentage Change 
Item Unit July, August, 8 Mont) 
August July June May pee reece Ri ti 
1950 1950 1950 
Industrial Production ‘ 
Total (FRB) (S)i.. coaesae ae ce ebee 1935-39 =100 || p 207 | r 196 199 195 170 +5.6 +21.8 8 
Manufacturing (FRB) (S)........ 1935-39 =100 || p 216 |r 205 208 | r 204 178 +5.4 +21.3 9 
Durable goods (FRB) (S)....... 1935-39 =100 || p 245 |r 236 237 931 193 +3.8 +26.9 +8 
Steel! ice Giri repre ui a 000 net tons 8,195 |r 8,071 8,132 8,552 6,723 +1.5 +21.9 8 
Pig! roms yo hel siscetne eye eels 000 net tons 5,770 5,879 5,633 5,855 4,477 —1.9 +28.9 8 
Copper (refined).............. net tons 108,465. 96,734 | 113,961 | 112,388 85,577 +12.1 +96.7 +19 
Lead (refined). ......05.4.0000% net tons 47,242 41,520 44,490 48,989 37,754 +13.8 +25.1 I 
Zinc’ (slab). 62 Wee ene net tons 73,399 77,868 75,766 79,645 73,819 5.7 -0.6 0 
Glass containers.............. 000 gross 9,133 8,870 |r 9,125 9,377 8,662 +3.0 +5.4 +12 
Tumbers een cae ak en ares million bd. ft. 3,950 |r 3,338 3,579 3,576 3,201 +18.3 +23 .4 +16 
Machine tools!..............- 1945-47 = 100 93.7 |r 68.3 91.9 82.5 67.3 +387 .2 +39 .2 +2 
Machinery (FRB)...........- 1935-39 =100 || p 281 r 265 262 r 258 216 +6.0 +30.1 +5 
Transportation equip. (FRB). .|| 1935-89=100 || p 282 r 274 Q77 r 262 246 +2.9 +14.6 -g 
Automobiles, factory sales..... units 682,782 595,067 720,688 575,518 557,370 +14.7 +22.5 +2 
Nondurable goods (FRB) (S)....|| 1985-89 =100 || p 191 181 184 181 165 +5.5 +15.8 +10 
Cotton a eine ee eae cee bales 807,840 610,555 841,227 728,827 663,008 +32.3 +21.8 +23 
Wool? ia Waa ican ga Sa icra million pounds n.d. 41.2 52.0 57.0 31.6 —20.8b} +30.4c| +28 
Rayonsyarnaen se se eerie ee million pounds 82.8 79.4 78.0 76.8 69.2 +4.3 +19.7 +29 
Food prod., mfd. (FRB) (S).. .]) 1935-89 =100 || p 166 |r 166 164 164 166 0 0 
Chemicals (FRB) (S)......... 1935-39 =100 || Pp 269 | r 261 261 256 229 +3.1 +17.5 u 
Newsprint, North American... .|} short tons 557,325 523,535 529,387 549,656 525,778 +6.5 +6.0 +1 
Paper en i AML Ty Le Aa % of capacity 105.8 90.8 103.2 101.8 87.6| +16.5| +20.8| +19 
Paperboard )i21, dc aha eee % of capacity 100 82 94 91 86 +22.0 +16.3 +15 
Boots and shoes.............. thous. of pairs n.d. 35,330 |r 39,070 38,485 34,456 -9.6b +2.5¢ +3 
Cigarettes (small)*............ millions 39,425 | r 27,374 32,815 32,674 35,347 +44.0 +11.5 3 
Mining (FRB) (S)............... 1935-39 = 100 || P 158 | r 144 151 145 129 +9.7 +22.5 ar 
Bituminous coal....... A Ae oe’ 000 net tons 49,983 35,350 | r 46,318 45,885 37,615 +41.4 +382.9 ; 
Anthracites) 2.8. 210 elon sae: 000 net tons 4,398 2,875 4,196 4,258 3,710 +9.1 +18.5 +4 
Crude petroleum?............. 000 barrels n.d. 5,484 5,378 5,143 4,704 +2.0b, +16.6c +0 
Hlectric: powers. ie's,a ile teie aes ore tie, « million kwh 6,331 5,974 5,991 5,844 5,528 +6.0 +14.5 +9 
Construction® av dialelahapelies sie 618) 014 sl @umieisiien 000 dollars 1,548,876 1,420,181 1,345,463 1,347,603 905,748 +9 1 +71 .0 +6 i) 
Heavy engineering—Public’........ 000 dollars 92,516 118,947 105,265 109,550 101,231 22.2 -8.6 +15 
Heavy engineering—Private*....... 000 dollars 140,421 174,817 145,613 123,238 86,091 -19.7 +63.1 +82 
Distribution and Trade 
Carloadings, total**............... thousand cars 844.0 768.7 789.1 742.7 727.8 +9.8 +16.0 0 
Carloadings, miscellaneous‘*........]| thousand cars 393.8 363.0 373.0 354.0 340.3 +8.5 +15.7 +4 
Retail trade (NICB) (S)........... 1935-89 = 100 n.d. 373.1 331.5 327.8 $13.0 +12.5b +19 .2c +3 
Department store sales (S)......... 1935-39 = 100 335 r 362 298 290 284 -7.5 +18.0 +5 
Variety store sales (S)............- 1935-89 = 100 237.0 |r 227.0 224.0 224.3 217.9 +4.4 +8.8 +1 
Rural retail trade (S).............- 1929-31 = 100 n.d. 420.0 353.0 831.7 $27.7 +19.05 +28 .2¢ +1 
Grocery chain store sales (S)’....... 1935-39 = 100 404.0 |r 410.9|r 378.9 379.1 360.8 Salary +12.0 +5 
Magazine advertising linage........ thous. of lines 3,791 8,175 2,974 3,853 3,494 +19.4 +8.5 “4 
Commodity Prices j 
All commodities (BLS)............ 1926 =100 p 166.3 162.9 157.3 155.9 152.9 +2.1 +8.8 
Raw materials..............-.-. 1926=100 p 179.0 175.8 167.7 166.3 161.3 +1.8 +11.0 
Semi-manufactured articles....... 1926=100 p 158.9]r 152.9]r 148.4 145.6 147.9 +3.9 +74 
Manufactured products.......... 1926=100 p 161.0 158.0 153.5 152.2 149.4 +1.9 +7.8 
Farm products..............000. 1926 =100 p 177.5 176.0 165.9 164.7 162.3 +0.9 49.4 
Foods ees yaa ee tee treana 1926=100 p 174.6 171.4 162.1 159.9 160.6 +1.9 +8.7 
Sensitive industrial (NICB)‘....... 1929 =100 192.8 172.9 157.7 146.6 132.0 +11.5 +46.1 
Sensitive farm (NICB)!............ 1929 =100 196.7 196.2 180.4 179.0 170.7 +0.3 +15.2 
Retail’ prices 22). s.-)eis sis/stevealsaustors 1935-39 = 100 190.4 190.0 187.3 185.7 186.6 +0.2 +2.0 
Securities 
Totalstock prices (Standard & Poor’s)|| 1935-39 = 100 147.2 138.2 147.7 146.9 121.8 +6.5 +20.9 
Industrialssercetuceles ceca 1935-39 = 100 158.0 147.3 157.6 156.1 128.0 +7.3 +23 .4 
Railroadsss2vs oes sone tee 1935-39 = 100 120.6 109.7 107.1 109.7 94.2 +9.9 +28 .0 
Utilities ss setaaicieisestors cle oeareteane ate 1935-39 = 100 104.2 103.0 111.5 112.8 98.5 +1.2 +5.8 
'Totalno. shares traded N.Y. Stock Ex.|| thousands 49,771 56,669 54,030 56,143 28,678 —12.2 +73 .6 
Corporate bond yields (Moody’s). . .|| per cent 2.85 2.90 2.87 2.86 2.92 -1.7 2.4 
Financial Indicators { 
Bank debits, outside New York City®| million dollars 65,453 59,743 63,321 58,828 52,466 +9.6 +24.8 + 
New capital corporate issues........ 000 dollars 264,431 292,385 597,575 | 427,258 119,066 -9.6 | +122.1 —22 
Refunding issues.................. 000 dollars 133,820 20,989 275,723 244,860 8,119 +537.6 | +1,548.2 
Comm., industrial and agric. loans‘.|| million dollars 14,364 13,772 13,497 13,376 12,916 +4.3 +11.2 
Total personal income (S)* ........ billion dollars 2923.4 }r 220.7 |r 217.1 214.5 204.3 +1.2 ae 
+0.4 .0 


Money in circulation, end of month.|| million dollars || — 27,116 | r 27,010 27,156 27,090 27,393 


3Average dail 4Average weekl. oF, Me [ 


SAdjusted for season variation 1Shipments 2Consumption; cigarette consumption measured by tax-paid withdrawal 
6Engineering News-Record—average weekly 7Grocery and combination chain store sales 8140 centers 9Annual rate aJuly, 1949 Percentage change, June, 1950, 
1950 cPercentage change, July, 1949, to July, 1950 _ dPercentage change, 7 months 1949 to 7 months 1950 Estimated fLessthan +.05% n.a, Not available 7: 
*Value as traffic indicator subject to variations in length of haul and amount loaded rRevised ; 


448 THE CONFERENCE BOAR 


Prepared by 


THE CONFERENCE BOARD 


Division of Business Economics 


Martin R. Gatnssrueu, Director 
Freprerick W. Jones, Assistant Director 
Hersert R. Norturvup, Labor Economist 


Miriam Civic Mary Lov Mrs 
GERTRUDE DrutTscH Brernarp Moss 
Frank GASTON Rose NatwicH 

ALAN GREENSPAN Crecite PoLLAck 
SHIRLEY S. HorrmMan HANNAH ROSENBLUM 
Lawrence A. Mayer JOSEPH S, ZEISEL 


Division of Business Practices 


G. CuarK THompson, Director 
JouHN H. Watson, III, Assistant Director 


R. Maxim BALuINGER Exxuiot F. Hiccins 
JAMES A. FINLEY Matucotm C. Nrevunorr 
Grack HaMANN ArtHuR W. NEVINS 


Business Record Editorial Staff 
Epwarp H. Everett Norman Lewis 


Ursuta MAHER 


Published for the special information of Associates of the 
) NATIONAL INDUSTRIAL CONFERENCE Boarp, INc. 
247 Park Avenue, New York 17, N. Y. 


The Research and Educational Center of American Industry 


What Are Government’s Plans for Business? 


Policy formulations of the Council of Economic Advisers are important 


to every businessman . . 


. how sound are they? how unsound? 
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The range of opinion and authoritative comment 
is wide . . . but not so wide as the effect of 
government decisions based on CEA policies . . . 


The Conference Board Economic Forum, and 
guests, form a distinguished panel of profes- 
sional technicians. They have had long experi- 
ence in analyzing our country’s economic 
problems. . 


Read what these experts say in 
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